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World News

Sikhs kill

25 Hindus

in Punjab

massacre
Sikh extremists shot dead 75
Hindu members of a right-wing
revivalist group at Moga, in
the Punjab, and then threw
bombs that lolled two police-
men helping the wounded.
The Hindus were performing

martial exercises in a public
park when Sikh extremists,
armed with automatic weap-
ons, drove up in a van.
An around-the-clock curlew

was imposed on the town. Page
16

Four Read Hungary
Hungary's Communist Party
avoided an open split by
expanding the leadership into
a four-man presidency folded
by economic reformer Rezsb
Nyers, and dilating the powers
of the embattled general secre-
tary Kandy Cfrasz. Page 3

US reform package
The US is preparing a series
of measures to support politi-

cal and economic reform in
Poland and Hungary- President
Bush is to visit those countries
in two weeks’ time. Page 6

Polish protests
Anti-communists marched in
three Polish cities in new pro-
tests against communist leader
General Wqjdech Jaruzeiski
becoming president Page 3

Israelis shoot Arab
Israeli soldiers shot dead a Pal-
estinian man and wounded
two others in the Gaza Strip
after masked assailants wield-
ing hatchets and knives tried
to ambush a military patrol.
Nine Palestinians and an
Israeli soldier were injured
in nfhpr mnfrnntatlniM

Sri Lankan MP killed
A Sri Lankan MP was shot
dead by three men disguised
as soldiers when he was
talking tn rrmctifrnpntg

LOP defeat
Japan’s scandal-rocked ruling
Liberal Democratic Party
received a sharp slap in the
face as voters in the rural Nii-

gata prefecture gave the Japan
Socialist Party (JSP) an easy
victory in a by-election for a
seat in the upper house of the
Diet Page 2

Afghan appointment
Afghan President Najfooflah

has appointed former political

foe Mahmood Baryalai as first

Deputy Prime Minister.

Refugees in France
Twenty-seven Vietnamese
asfcprf for asylum in France
after being picked op in the
South China Sea by a Swedish
freighter.

Iran N-ptan
Iranian Prime Minister Hus-
sein Musavi said Iran plans

to build nuclear reactors “for

peaceful purposes" with tech-

nological help from foreign

powers.

Wimbledon TV ‘safe*
Broadcasting unions, in dis-

pute with the BBC over pay,
said it was virtually certain

that they would not interfere

with the broadcasting of tennis

from Wimbledon, where the
championships begin today.

Page 8

Drug dealer* hanged
Iran hanged 14 drug dealers,

bringing the number of drug
traffickers executed in the

Islamic republic this year to

661. It said 50,000 addicts would

be sent to hard labour.

Canadian scandal
A key adviser to Mr David
Peterson, Ontario’s Liberal

premier, has been forced to

rawign ,
aa a damaging scandal

over illicit political contribu-

tions gathers momentum. Page
6

Race yacht shot at
A catamaran competing In the

Round-Britain race, crewed .

by Mark Gatehouse and
Andrew Ball, was shot at by
a trawler skipper off Cros-
shaven, southern Ireland, after

it had fouledfishing nets.

11 che in Colombia
Eleven people including two
city councumen and seven left-

ist guerrillas were killed and
two banks were dynamited
in a weekend of political vio-

lence in Colombia.

Business Summary

GPT plans

telecoms

exchange
drive in US
GPT. UK telecoms group facing
merger with Siemens or West
Germany, has launched plans
to break into the lucrative US
market for public telephone

Selling parts of its System
X exchange in the US would
bring GPT into direct competi-
tion with Semens, which has
devoted years to marketing
its own system. Page 8

EUROPEAN Monetary System:
The Bank of Spain muHwwH
to sell pesetas fcs: dollars.

Spain's derision to join the
fall EMS exchange rate mecha-
nism was seen as a move to
cap the peseta’s strength and
provide financial discipline
in Madrid. The weaker dollar
created demand for the strong
EMS currencies but after vola-
tile trading, the D-Mark and
Dutch guilder ended well
within Hirfr alarm hell limits

against the nunwh krone.

EMS June 23,1989

GRID eoo 2%

ECU DIVERGENCE
5% eoo

KEY A.
Limb ECU Party Dey Potion

The chart shows the constraints
onEMSexchange rates. The
uppergrid, basedon the sys-
tem’s weakest currency. defines
the cross-ratesfrom which only
the Ura maymove by mare
than 2\ per cent. The tower
gives currencies’ divergence
from the central rate against
the European Currency Drdt
(Ecu), itselfderivedfrom a has-
ket ofEuropean currencies.

CONSOLIDATED Gold Fields,

UK mining group, plans to
highlight the value of its aggre-
gates arm, ARC, in an attempt
to force predator Hanson to
raise its £3.lbn bid. Page 21

AMERICAN Mefflcal Interna-
tional, the US hospitals group
the board of which will meet
on nmrsday to consider a
£L3bn leveraged buy-out offer,

has won permission from bond
holders to repurchase 20-year

zero coupon bonds it issued
in 1982. Page 20

TIPHOOK and Stona, the
AngloSwedish venture mount-
ing a hostile $824m (£532m)
bid for Sea Containers, has
invited tbe ferry group’s chief
for talks that could produce
a higher offer. Page 21

HOLLY FARMS, US chicken
processor, ended an eight-
month bid battle by agreeing
to be taken over by Tyson
Foods of the Us for about
$L4hn (£883m). Page 20

ISOSCELES, the company
formed to bid for Gateway, -

argues that its cash and paper
offer for the British food
retailer is worth more than
the rival 237p a share joint bid
from Wasseratein PexeDa, US
corporate finance house, and
Great Atlantic and Pacific Tea
Company, big US food retailer.

Page 21; Lex, Page 16 '

PRIME Computer, US maker
of computer aided design
equipment, has accepted a
¥L25bn (£797.7ta) takeover
offer from JH Whitney, which
claims it is the US’s Oldest ven-

ture capital firm. Page 20

IRAN and the Soviet Union
concluded agreements oo eco-

nomic and industrial co-opera-

tion worth more than J6bn last

antHiding to the official

Iranian news agency 1RNA.
Page 16
US is encouraging Mexico and
its commercial bank creditors

to agree on a debt reduction
package before the seven-na-

tion summit of leading indus-

trialised countries in Paris in

three weeks’ time. Page 16

BARCLAYS de Zoete Wedd,
broking arm of Barclays Bank,

UK commercial bank, is to buy
a 50 per cent stake in Deacon
Morgan McEweo Easson, a
medium-sized Canadian insti-

tutional brokerage firm. Terms
of the deal were not disclosed.

Page 20

ASSICURAZIONI Generali,

Italy's largest insurance com-
pany. reported a 22 per cent

rise in consolidated net profit

in 1988 to L572.4tm ($407m)

from L468.6bn the previous

year. Page 20

uonzaiez says uj

stance may force

EC treaty changes
By Peter Bruce, William Dawkins and Philip Stephens in Madrid

MR FELIPE- GONZALEZ, the Prime Minister, cannot accept, numerically in the maleMR FELIPE- GONZALEZ, the
Spuniah Prime Minister, may
try to force through changes in
the EC Treaty if the British
Government continues to block
unanimous agreement on eco-
nomic and monetary union.
Speaking on the eve of

today’s European Community
summit Mr Gonzales warned
that he might call an intergov-
ernmental conference (IGC) to
bring about the necessary
amendements to the EC treaty.

Draft summit conclusions
worked out last week between
the Spanish leader and Mr Jac-
ques Defers, President of tbe
European Commission, nail for
the 12 member states to begin
preparations for such a confer-

ence. TUs would pave the way
fOT the «*im>lUntWwml rhanpvq
needed for a move to full eco-

nomic and monetary nwi«n-

An IGC is the only forum
with the power to revise the
EC Treaty, as was needed to
create the Single European
Act, the legal framework for

the single market project. A
treaty revision would be
needed to put into effect fUU
monetary and economic iminn.

Implementation of phase one
requires no treaty change.
Mr Gonzales told a Spanish

newspaper yesterday that any
agreement by Britain to begin
phase one of the three-stage
Defers report on monetary
iminn would have to be Baked,
somehow, to the ensuing two
phases — an idea which Mrs
Margaret Thatcher, the British

Prime Minister, cannot accept
However, Mr Gonzalez,

riuriiman of fiie two-day sum-
mit, appeared anxious to avoid
a row over European Commis-
sion proposals for a social
charter of minimum workers’
rights to which the UK is even
more deeply opposed. He said

he would not push for a
detailed debate or firm conclu-
sions an social policy.

In the three page interview
in El Pais, Mr Gonzalez said

that if Britain woe simply to
agree to enter phase one of the
process in July next year, the
entire debate would have
regressed to 1979, when the
European Monetary system
was first mooted.
Although EC officials were

yesterday playing down the
possibility of an IGC, Mr Gon-
zalez imrigtiad that the euwimit

could can one on a simple
majority vote.

“Probably, if some Commu-

nity countries feel that a deci-

sion is being blocked again,
they could opt for calling an
intergovernmental confer-
ence,” he said.

While an IGC can be called

by a majority, the Treaty of
Rome can be changed only by
unanimous agreement, as hap-
pened in 1965 when the Single
European Act was adopted
despite Brtiah misgivings.
“My impression,” said Mr

Gonzalez, who has recently
had bilateral meetings with all

12 Community leaders, “is that
there are important countries.

numerically in the majority,
that believe that one cannot
return to the level of discus-
sion and decision of tbe 1970s.

“If we do not succeed in
reaching an agreement some of
us will say: fine, those of os
who want to go ahead (with
full implementation of the
Delons report) will convene an
intergovernmental conference
and those that do not will
always have a mechanism to
link up when they want to*.“

However, West Germany’s
Bundesbank recently voiced
caution over the speed and
extent of monetary co-opera-
tion envisaged in the Defers
report
Stage one envisages a

strengthening of economic and
monetary policy co-ordination
within existing institutions
with all EC states becoming
full and equal members of of
the European Monetary Sys-
tem. After unanimous agree-
ment on revision of tbe EC
treaties, stages two and three
would lead gradually to eco-
nomic and monetary union
with Community controls ova:
patinnal fiscal policies, a Euro-
pean System of Central Ranks
and - ultimately - a single
European currency.
While pledging to work for

consensus at the Madrid sum-
mit, Mr Gonzalez said that
“one should not try to exriude
anyone, but one cannot give
anyone a veto to brake the
wishes of the others to advance
towards monetary union.”

Britain to offer no timetable
By Philip Stephens, Political Editor, In London

mbs Margaret Thatcher, the
British Prime Minister, arrived
for the Madrid summit last
night ready to offer a more pos-
itive gfoes-on the prospects for
fall British membership of the
European Monetary System.
Her attempt, however; to

avoid isolation at today’s Euro-
pean Community summit win
fell short of any comm itment
to a specific timetable to take
sterling into the EMS exchange
rate mflrfianfgm-

Mrs Thatcher, who only 10
days ago decisively rejected
the central conclusions of the
Defers report on European
Monetary Union, appears to
have bowed to pressure front

her senior ministers to accept
that the Community should
move ahead with the imple-

mentation of stage one of the
report. That would include far-

ther liberalisation of capital
markets and financial flows
between member states as well
as a commitment by Britain to
take up full membership of tbe
EMS.
Mr Nigel Lawson, the Chan-

cellor of the Exchequer, and
Sir Geoffrey Howe, the Foreign
Secretary, have suggested that
a decision to join might be
taken some time after mid-
1990. That is the date when
other Community countries
are dne to lift their remaining
wrtuingp controls, and by than

Britain's inflatinai rate should
have fallen to closer to the
Community average.
That view now commands a

majority in the Cabinet, and

was voiced openly at the week-
end by Mr Peter Walker, tire

Welsh Secretary. He told the
Conservative Party’s annual
conference in Wales that the
Government’s heavy loraos in
the recent elections to the
European parliament reflected
a perception that it had
become “anti-European.”
Mr Walker, echoing the pri-

vate opinions of many of the
Cabinet, said a pledge to join
the exchange rate mechanism
should be given “quickly.”

It is understood, however,

that Mrs Thatcher has indi-
cated in discussions with her
senior ministers that she is
still extremely sceptical about
such a move before the next

due by mid-
on Page 16

Soviet deputies call for easier

property laws, capital markets
By Quentin Peel In Moscow

THE Soviet Union's new
Congress of People's Deputies,
the directly elected superpar-
liament, has instructed the
Government to draw up laws
easing state controls over prop-

erty ownership and, in the
near future, creating a capital

market for bonds and securi-

ties.

The deputies, whose outspo-

ken debate on the economic,
political, environmental and
cultural fafflugn of the Soviet

system has sharpened public

awarenessin tbe country, have
also demanded that the Gov-
ernment slash its capital
investment programme, and
speed up the economic reform

process to decentralise deci-

sionmaking.
They have also gone well

beyond official government
policy, demanding that an
experiment be tried to pay
fanners in foreign currency to

‘
ice more food - to reduce
aid grain imports from

abroad.

Hie fwifflnwionH of tile Con-

Soviet government policy, pub-
lished only this weekend, are
considerably more radical than
the conservative tenor of a
recent meeting of the deputies.
in which a conservative major-
ity held sway.
The resolution of the Con-

gress, drafted by a high-pow-
ered committee including sev-
eral top members of the
Politburo, and chaired by Mr
Vadim Medvedev, the party
ideology chief, is seen as being
a virtual Instruction to the
government and Supreme
Soviet to obey.
Mr Mikhail Gorbachev, the

Soviet leader, presided over
stormy meetings of tbe depu-
ties where, for the first time,
views of radicals and conserva-
tives were thrashed out in
debates broadcast ozx national
television.

The resolution appears to be
another way in which Mr Gorb-
achev has succeeded in slip-

ping through a commitment to
more radical reform, behind
the backs of an instinctively

sceptical party bureaucracy.

The key sections of the reso-
lution concern the measures
demanded for the creation of
new - and equal - forms of
property ownership, and for
the creation of a “socialist”
market
The former calls for the

Supreme Soviet - the new
standing parifament which is

technically subordinate to the
Congress - to draft a law on
land and land use, to acceler-
ate a switch to leasehold and
other forms of tenure. The law
should “ensure the develop-
ment of many various forms of
socialist property,” it says,
adding the proviso “excluding
the exploitation and isolation

Of the worker from the tnaans

of production."
It says that competition

between different property
forms must be equal - pre-
cluding any priority for tradi-

tional state ownership of the
means of production. Thus
state, communal (fecal), co-op-

erative, leasehold, sharehold-
ing, Individual and mixed
Continued on Page 16
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Ariel Sharon, Israel's

Trade and Industry

Minister, makes no
secret of his ambitions
for himself and his

country. Neither Arab
aspirations nor the
sensibilities of world
opinion figure large in

his thoughts. Page 34
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Papandreou
illness

deepens
political

crisis
By Andrtana lerodlaconou
in Athens

THE political crisis gripping
Greece once inconclusive gen-
eral elections on June 18 deep-
ened yesterday amid concern
over the serious condition of
Mr Andreas Papandreou. the
acting Socialist Prime Minister.
The health of the 70-year-old

premier, who was admitted to
hospital on Thursday with
pneumonia, worsened on Sat-

urday night and doctors Mid
he was suffering from a cardiac
infection and renal failure.
Late yesterday, a medical

bulletin «aid “his heart condi-
tion is stable «nd the distur-
bance in his kidney function is

being treated by dialysis”. Ear-
lier, Dr Magdi Yacoub, the
Egyptian-born cardiologist who
operated on Mr Papandreou
last year, flew to Athens In a
private jet with a team of three
British renal specialists. Mr
Papandreou has been moved to

an intensive care unit in tbe
kidney section of Athens Gen-
eral HospitaL
Mr Papandreou underwent

triple by-pass surgery in Lon-
don last September and has
been in frail health

His condition was presum-
ably aggravated by the physi-
cal strews of the *>u»rHnn cam-
paign and the psychological
stress of the Socialists' even-
tual at the polls, after

eight years in power, with 39
per cent of the vote against the
Conservatives’ 44 per cent.

The gravity of his condition
was underscored by a stream
of visitors, including Ms Dimi-
tra Liard, his 34-year-old mis-
tress, Mrs Margaret Papan-
dreou, the wife he divorced in
acrimonious circumstances on
the eve of the elections and his
four children. The tMifars of
the Communist and Conserva-
tive Parties, the president and
a bevy of senior Socialist offi-

cials were also at badsida.

Because the Conservatives
fiuled to secure a majority of
seats in parliament, Mr Papan-
dreou and his Government
remain in tn g caretaker
capacity, provided for under
the constitution, until a gov-
ernment can be formed to
either run the country or over-
aee a fresh election.

Mr Papandreou, Greece’s
first socialist premier, was con-
sidered well enough last Friday
to be invited by the President
of die Republic. Mr Christos
Sartaetakls. to try to form a
viable government. Earlier
efforts by Mr Constantine Bfit-

sotakis, the Conservative
leader, in that direction had
failed.

China’s new party Jiang Zemin, looking bewildered
when he appeared on national television after his
appointment at the weekend

Peking moves to

purge party of

liberal elements
By Steven Butler in Peking

THE CHINESE Communist
Party is poised to embark on a
broad purge of its ranks in an
effort to wipe out any trace of
resistance to the country’s
harrfiina leadership.
The purge would be the lat-

est in a series of harsh mea-
sures. including widespread
arrests and some executions of
supporters of the nationwide
prodemocxacy protests earlier
this month.
The call to cleanse the party

ranks comes a day after Zhao
Ziyang was ousted from his
position as general secretary of
the party at a meeting of its

central committee. He was
replaced by Jiang Zemin, Abe
former mayor of Shanghai,
who is seen as a political hard-
liner.

The purge follows a meeting
of the party’s discipline inspec-
tion commission, which is
headed by Qiao Shi, the hard-
line leader in charge of secu-
rity.

The commission said party
members who had violated
party discipline should be
strictly punished. The purge
appears to be aimed at the
many party members who sup-
ported pro-democracy protests
which were crushed by the
Chinese army on June 4.

Zhao, a widely respected eco-
nomic reformer, was stripped
of ail senior position, inducting
vice chairman of the military
affairs commission. He was
accused of committing “serious

mistakes” which involved sup-
porting “turmoil,” the party’s

term for the protests, and of
splitting the party.

However, in an evident effort

to moderate the attack against
Zhao, he was referred to in the
communique from the meeting
as “comrade” and was allowed
to retain his party member-
ship.

Persistent disagreement over
how to treat Zhao was indi-

cated for the party’s decision to
continue its investigation into
the case.

Hie reshuffle of the leader-

ship, believed to be orches-
trated by Deng Xiaoping,
China's ageing paramount
leader, also saw the appoint-
ment of two new members of
the standing committee of the
party Politburo. Li Ruihuan,
the mayor of Tianjin, and Song
Ping, who at 73 was most
recently head of the organisa-
tion department of the party
central committee.
Some analysts see the new

leadership as balanced between
practical economic reformers,
represented by the two former
mayors, and by economic con-
servatives Yao Yilin and Li
Peng, the Prime Minister, with
Qiao Shi and Song Ping not
firmly committed on economic
policy.
The leadership, however,

was widely seen as a transi-
tional team that would be in
operation only until the death
Continued on Page 16
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beaten by Socialists

Danese by-election
By Ian Rodger in Tokyo

JAPAN'S scandal-rocked
ruling Liberal Democratic
Party received a sharp slap in
the face last night, as voters in
the rural Niigata prefecture
gave the Japan Socialist Party
(JSP) an easy victory in a
by-election for & seat in the
upper house of the Diet.

The vote was widely seen as
a test of public attitudes in

advance of elections nest week
for the Tokyo city government
assembly grid on July 23 for

half the seats in the upper
house of the Diet (parliament).

National leaders from both par-

ties made appearances during
the rampaign.
Analysts said the result

showed widespread voter dis-

content with the LDP Govern-
ment arising from several
issues, inducting the introduc-

tion of the three per cent value
added tax in April, the liberal-

isation of some farm product
imports last year, political cor-

Sri Laiakam MP
shot clsai ha

‘‘Heltisi attack’
A MEMBER of Sri Lanka’s
parliament was shot dead yes-

terday by suspected left-wing

rebels who buret into his office

and sprayed it with machine-
gun Ore. police said, Reuter
reports from Colombo. A civil-

ian and policeman also died.

Mr Anura Daniel, 34, of the
United National Party, was
shot in central Sri. Lanka by
three men dressed as soldiers.

Mr Daniel, one of the youngest
members of parliament, died
on the way to hospital.

Police blamed the attack on
the People's Liberation Front
(JVP), which is trying to over-

throw the Government with a
campaign of killings and
strikes.

The Government last week
imposed a state of emergency
saying 1.700 people, including
500 members of political par-

ties and their families, had
been killed since January by
subversives - a term used to
refer to the JVP.

rapfczan revealed In the Recruit

bribery scandal, and recent

reports alleging that Mr Sou-

soke Uno. the prime minister

appointed on June 2, had an
affair with a prostitute.

These trends were also

reflected in the latest national

opinion poll published yester-

day, suggesting that only 16.7

per cent of voters supported

the Uno cabinet
Mr Uno, formerly the foreign

minister, was selected by LDP
leaders last month to become
prime minister in the hope that
he would improve the party’s

public image. However, allega-

tions of womanising have
apparently contributed to a
further decline in the party’s

support A poll last week indi-

cated that 22 per cent of the
public supported his cabinet
E these trends persist, ana-

lysts believe the LDP will lose

zts majority in the upper house
in the July 23 elections. If the

loss is severe, the party could
be thrown into a mesh leader-

shin crisis, they say.

The JSP victory la last

night’s by-election was not
unexpected. Although tha
largely rural area is tradition-
ally an LDP bastion, this par-

ticular seat had been held by
the JSP. However, the turnout
this time, 62 per cent, was
larger than in 1963, when the
seat was last contested in a
general upper house election.

Analysts attributed this partly
to the determination of fanners
to register a protest vote
against LDP.
The winner, Ms Krnuko Ofu-

chi. received 560,275 votes,
while Mr Stideo wimi of the
LDP got 482^91 and the Japan
Communist Party candidate
47,174. Ms Ofucbi's term of
office will ran to July 1992. Her
election brings the JSP’s
strength in the upper house to
43; the LDP has 142 seats.

greeted by
Hong Kong
protests
By John Elliott

in Hong Kong

A SERIES of mass
demonstrations and protests
in support of Hong Kong peo-
ple’s demands for British pass-
ports Is to start next Sunday
when Sr Geoffrey Howe, the
British Foreign Secretary,
arrives in the colony to face a
rising tide of anti-British feel-
tog.

The British government is
believed to he working on a
plan which could involve giv-
ing passports to selected Bong
Kong groups, including profes-
sionally qualified people,
senior twirinpiunnu^

q civil ser-
vants, Indians and other
minorities, and a null num-
ber of war widows.
Hong Kong wants the UK to

organise passports for up to
5.5m Hoag Stag Chinese, plus
about 11,000 Indians and other

new rainese poiidmro: SongHn& YaoYittP, Qiao Shi, chairman Yang Shangfcnn,

general secretary Jiang Zemin, LI Vmg and liBmhan

Man from Shanghai takes over
Steven Bntler profiles Jiang Zemin, China’s unexpected new leader

J
IANG ZEMIN, China’s powerhouse. He gave up the senior politburo member in ment in Shanghai, althoc

newly-appointed Comma- position of mayor last year, charge of security. The real there are those vm> say .

nist Party general secre- retaining the post off Shanghai struggle for a more permanent successor as mayor. 4

minorities, to act as an insur-
ance after 1997 when China

Mauritian budget focuses
— **

° The British government’s

on prices and trade deficit
By Tony Hawkins in Port Louis to*have been*

THE 1989 Mauritian budget
presented on Friday by finance
minister VUhnn Tjitehinpwiar.

aidoo contains a battery of
measures designed to slow
inflation and speed transition
from a labour-intensive econ-
omy to a capital-intensive one.
The anti-inflationary propos-

als are predominantly mone-
tary end supply-aide in nature,
with Mr Lutchmeenaraidoo
managing tO Stabilise Hia defi-

cit at 825m rupees ($57ta), or
2JS per emit of gross domestic
product, without any increase
in tevatirav

But With inflation 19 to 16
per cent this year from L5 per
cent previously the minister
warned Mauritians that they
risked pricing themselves out
of export markets. He pre-
dicted that growth would slow
to 5 per cent from 5£ per cent
in 1988.

Monetary growth targets
have been lowered to 14 per

cent from 80 per cent with a
ceiling of 20 per cent an bank
credit expansion. Growth in
government spending is to be
restricted to 13 per cent - im-
plying a reduction in the real
level of expenditure.
Fainting out that the savings

ratio fell to 25 per cent last

year from 28 per cent before,
Mr Lutchmeenaraidoo intro-
duced increased tax reductions
for pension contributions along
with tax incentives for invest-
ment in unit trusts. Stamp
duty has been abolished on an
securities listed an the stock
exchange in advance of the
start up of the Port Louis
exchange on July 15th.

Highlighting the impact of
the labour shortage on wage
costs and inflation - unem-
ployment is estimated at less
thaw g per cent — the minister

announced a 200 per cent tax
deduction for company spend-
ing on training programmes.

be widely condemned far bring
divisive. But it is not expected
to have been settled by the
time Sir Geoffrey arrives.

Details were announced last
night og a "march far freedom
of abode” which will greet him
at tiie airport. It is being spon-
sored by a group of profes-
sional people.

Rivalries are developing
among different pressure
groups formed since the Tian-
anmen Square students’ pro-
tests in Peking, and these
might reduce the impact of
some off the demonstrations.

Yesterday Dame Lydia Dmm
and Mr AQen Lee, senior mem-
bers of the colony’s executive
and legislative councils,
returned to Hoag Kong alter a
five-day visit to London, where
they met Mrs Margaret
Thatcher and other political
leaders over the passport
issue. Dame Lydia said a
“great deal of work" remained
to be done to win over the
British people and government
to the cause.

J
IANG ZEMIN, China's
newly-appointed Commu-
nist Party general secre-

tary, bad a look of blank bewil-

derment on bis heavy, round
face on Saturday, when shown
on Chinese national television

at the party central committee
meeting, as though he was not
quite certain it was really hap-
pening.
Although word that he was

under consideration for the job
had slipped around the diplo-

matic community for a few
days, Jiang bad none of the
usual prerequisites for hnirifag

what is in theory the most
powerful job in China.
Powerful politicians need

powerful constituencies of
great loyalty. Jiang’s political

experience, however, looks to
be narrow.
He was Minister of Electron-

ics Industry for a few years
before 1985 and then became
mayor of Shanghai, China’s
largest city and its industrial

Angola rail move
ANGOLA has authorised the
Belgian company Socfetd Gen-
erate de Belgique, which owns
the Benguela railway, to
inspect the line, the Angop
news agency said yesterday,
Reuter reports from Luanda.
The railway, which once car-

ried Zambian Zairean min-
eral exports to the Atlantic
port of Lobito, has been dosed
for mure than a ikwnfa beams
of the Angolan civil war.
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powerhouse. He gave up the
position of mayor last year,
retaining the pent of Shanghai
municipal party secretary.

Although he joined the party
pdzttmro in 1987, his rise to
head the world’s largest com-
munist party, with 47m mem-
bers, is sudden by any stan-

dards.
Most analysts believe he

holds no real power, at least

yet. This would have to be
built over the years by appoint-

ing his followers to important
positions. Yet if, as appears
likely, his success derives
entirely from the authority of
Deng Xiaoping, China’s ageing
paramount leader, he may
never have to build this

following.
Because of this, he is seen by

most as something of a lame
duck, a transitional leader
acceptable to the real powers
behind the scene, including
Deng, Yang Shangkim, the
president, and Qiao Shi, the

senior politburo member in
charge of security. The real
struggle for a more permanent
political miJingBiTwnt

, accord-

ing to this logic, would have to

come after the death of Deng,
with the outcome unpredict-
able.

J
iang has the reputation of

a technocrat, a modest
economic reformer who

came to Shanghai with a brief

to revive the city’s industrial

growth, reforming industry
without upsetting central gov-

ernment revenues, which are
heavily dependent on Shang-
hai. He is, however, no politi-

cal liberaL
Jiang did get a number of

big projects under way in
Shanghai, including prelimi-

nary work on the Shanghai
underground, road and bridge
building and port development,
all of which had been sorely
neglected. He also made a big
pitch for more foreign invest

Hopes rise for ANC
talks with Inkatha
By Anthony Robinson in Johannesburg

LAST WEEK’S successful
second round of tonga in Dur-
ban between the Zulu Inkatha
organisation and the “mass
democratic movement”, aimed
at ending two years of bloody
fightfrig in Natal, has raised
speculation about possible
direct talks between -senior
African National Congress
(ANC) and iwfaiflia officials to
resolve the underlying politi-

cal conflicts hshlnd tha fight-

ing.
Given the banned status of

file ANC in South Africa, such
a meeting would have to take
place abroad, possibly in Lou-
don air'Lusaka, headquarters
of the exiled leadership of file

ANCL

The first hint of a new
attempt to end the conflict

came earflgr this year in a per-

sonal letter from Hr Nelson
Mandela, the jailed ANC
leader, to Bfangosutiui Buthe-
lori, IwH of TnknthH- Mr Man.

dela railed far "restoration of
cordial relations” which
existed between the ANC and
TnkwtiM in the 1970s.
Last month Mr Archie

Gumede, president of the
United Democratic Front
(UDF) sent another letter to
fjitef Buthdezi calling far a
meeting to discuss how the
ANC amid be brought directly
Into the peace negotiations as
infcattm demanded.
’ The UDF Is widely piimflved
as the de facto internal wing
of the ANC and was In effect

banned on those grounds In
February last year.

ment in Shanghai, although
there are those who say his

successor as mayor.
_
Zhu

Rongji, was more successful at
clearing away red tape.

Jiang, 63, joined the Commu-
nist Party in 1946. a year before

he graduated from Jiaotong
University in Shanghai, where
he studied electrical machin-
ery. He spent a year in Moscow
in 1955 as a trainee at the
Stalin Automobile Factory. He
speaks Russian and English.
and cap be nffahte and outgo-
ing, according to foreigners
who have deph with him. Yet
he can also be distant and cau-

tious, and plainly lacks the
flair and vision of Zhao Ztyang,
hispredecessor as party chief
This may be precisely why

be was chosen. He fell quickly
into line behind the hardline

leadership when martial law
was declared in China on May
20, and was responsible for tha
ousting of Qin Benli as editor
of the liberal World Economic
Herald.
Although he supported the

crackdown, one advantage he
brings to the job is that he has
no blood on his hands. In
Shanghai, demonstrations that
paralysed the city were quelled
without military force,
although many arrests and
three executions followed.
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Hungarian Party dilutes Grosz’s powers
By LwsIM Cohtt

HUNGARY'S Communist Party
avoided an open -split at the
weekend by expanding the
leadership into a four-man
presidency and cEUuting the
powers ofMr Kandy Grosz, the
embattled general secretary.
Mr Bezsd Nyers, the “father”

of Hungary's 1368 economic
reforms, was elected to head a
collective parly presidency. It

includes Mr Grosz, heavily crit-

icised for his wavering,
middle-of-the-road pniHHca, who
remains nominally party mmL

But the balance of power in
the leadership has svim deci-

sively toward the radical advo-
cates 0f Tih^raliWinin- Tn addi-

tion to Mr Nyers, the adjective
presidency includes Mr Imre
Pozsgay, the party's most pop-
ular reformist politician, and
Mr Miklos Nemeth, the
r^orm-minded Prime Minister.

Central Committee officials

tn Budapest said the widening
of the tandwrahtp presaged an
important change at the peak
of the party’s hierarchy. The

general secretary is to be
responsible mainly for party
administration while real
power is to be Invested in the
collective party presidency.
The wWfts in the loaibwWp

capped an open power struggle
in which party reformers
sought to force Mr Grosz to
resign before a special party
congress planned for early
October. The Central Commit-
tee, however, which enchased
the collective presidency on
Saturday, Is still made up

largely of officials loyal to

whomever the party general
secretary may be.

Mr Nyers was regarded as a
prominent fpwdidate to suc-

ceed Mr Gross at the party con-

gress along with Mr Pozsgay
who, however, showed more
interest in becoming Hunga-
ry's new President with greatly

enlarged powers.
Both men advocate trans-

forming the Communist Party

into a Western-style social

democratic party in time for

neat year’s planned elections.

They are to be the first free
elections since 1347 and unlike
the recent balloting in Poland

,

the Communist Party will not
retain a guaranteed majority.
Mr Nyers, who is 65. takes a

more low-key approach to
power than Mr Pozsgay, 57,
and is preferred by many party
officials who fear a showdown
between the radical reformist
wing and hard-fine party con-
servatives to whom Mr
Pozsgay Is anathema.

Economic reform stalled

amid Budapest upheaval
Leslie Colitt, recently in Hungary, on a lack of political will

T HE dramatic reshuffle
in the Hungarian
Communist leadership

at the weekend marks a key
victory by radical reformers
over Mr Karoly Grosz, the
party’s ineffective and
increasingly unpopular general
secretary.
Senior central committee

nfWriala hi Budapest ffrid Mr
Grosz’s authority had been
sharply reduced by the new
collective party presidency
under Mr RezsS Nyers.

In a new division of power,
the general secretary is to
become the party's chief
administrator while the
collective presidency exercises
political control. Significantly,

three out of the four members
of the presidency - including
Mr Imre Pozsgay, the foremost
advocate of liberalisation—
are radical- reformers. The
fourth Is the centre-of-ths-road
Mr GTosz who is to be
ousted at the neat party
congress in October.
Mr Nyers's rise to the peak

of the collective party
presidency is a vindication of
his long-held reformist
convictions. As the initiator of
the pioneering economic
reforms of 1968, he was ousted
from the ruling polithnro in
1972 and only last year iwwfa a
remarkable political comeback.
The serious deterioration in

the Hungarian economy and
the stalling of the economic
reforms are bound to increase
his influence in coming
months.
Hungary's much-vaunted

economic reforms will remain
in limbo until a sweeping
transformation of the
Communist Party takes place
and a legitimised IwiHuralijp
can call on the population to
malm iwwnmte eirrlflMie

This is the view of
prominent Hungarian
economic reformers as the
economy steadily deteriorates
and urgently-needed structural

reforms are postponed because
of a lack of political
wilL
“We have a-' weak

government which reflects the
split in foe party,” Dr Lqjos
Bdkros, managing director of
foe Bim)pirimi National Rawlr

said last week. Neither
structural nor institutional
changes in the economy were
being undertaken. Instead the
Government lurched from one
emergency measure to the
next
"The Government we have is

not credible and therefore is

not strong enough to make
unpopular decisions,” he
noted. Mr Bokros recently
joined the party's leading
reformer, Mr Imre Pozsgay, in
a committee which aims
radically to democratise the
Communist Party. Its members
favour the removal of Mr
Chose.
The economy’s worsening

performance - the current
account deficit soared to nearly
$70(&nmthe first four months -

was reflected in a quarrel with
the International Monetary
Fund.
The IMF postponed until

September foe fifth tranche of
a $3S0m standby credit because
Hungary foiled to meet its

budget and current account
targets in the first quarter of
foe year.

Mr Bdkros said only a totally

reformed Communist Party
could call for the harsh
measures necessary to solve
the nation's acute economic
problems.
Like' many Hungarians he

believes MrPozsgay, a member
of foe ruling Politburo and
Minister of State for the
reforms, could provide the
political impetus needed to
push forward the stagnating
economic reforms. Although
Mr Pozsgay has said that he
would prefer to become
President of Hungary under a
new constitution giving the
office enlarged powers, he has
indicated that he would heed
an appeal from the party.
“Pozsgay cannot escape the

rfianenga to head the party for

the sake of the party,” Mr
Bdkros suggested.
As the split widens between

Mr Grosz and Mr Pozsgay, a
third ultra-conservative wing
within the party is mobfUsing
its forces. A neo-Stalinist
faction calling itself the
Marxist Unity Platform has
accused the party of selling out
to the West and of being the
prisoner of Western banks.
Mr -Pozsgay is anathema to

the arch-conservatives and is

regarded as a virtual traitor for

attending last week’s Day of
Mourning for hare Nagy, the
executed leader of the 1956

Nyers, left, and Pozsgay: the of power has swung
sharply towards their policy of liberalisation

uprising.

The hardline head of the
Marxist Unity Platform, Mr
Robert Ribanszky, wants to
restore “order” in the liberal

Hungarian media and could
join forces with the reactionary
Ferenc Mttnntch Society whose
supporters are mainly found in
the Worker's Militia, police and
security service.
While party reformers insist

Mr Ribanszky and the Ferenc
Mfinnich Society have little

support among rank-and-file
members, the population is

wearied, especially after what
happened in China, that they
could stage a putsch and put
an end to the reforms.

If the reformers continue to
gain momentum, however, Mr
Grosz could be forced out of
office even before the party
congress next September, party
Officials note.

"His dance of two steps to
the left and two steps to the
right has to stop,” one Central
Committee official said. “At

present the party has no
strategy but only tactics.”

Thus, Mr Grosz recently
attacked a “petit bourgeois”
tendency in the party which
advocated a “boundless
democracy”. At the same time
be called himself a “centrist”

who was not bound to any of

the party’s rival wings.

“I am not a reformer and not

a fundamentalist,” Mr Grosz
told baffled viewers of
Hungarian television. “I am a
Communist and thus a realist”
Whoever of the radical

reformers comes to power he
will have quickly to begin
transforming a badly
demoralised party. This must
take place if tiie party is not to

suffer a crushing defeat in
ejections early next year.
The consensus is that even a

dramatically reformed party
will fail to gam an absolute
majority and will have to find
a coalition partner among the
opposition parties in order to
stay in power.

Mobs storm
police

station in

Kazakhstan
A MOB armed with sticks,

stones ami metal rods stormed

a police station in Soviet

Kazakhstan as the ethnic

unrest which began nine days

ago in the city of Novy Uzen
spread to nearby areas, Pravda
said yesterday, Reuter reports

from Moscow.
Over the weekend there

were disturbances in five
ussakhstan towns near the
Caspian Sea, Pravda said. In

the most widespread unrest
reported in the republic since

thousands of Kf^th youths
went on the rampage In
December 1986.

More than 100 people have
died this month in ethnic
unrest in three Soviet Central
Asian republics: Kazakhstan,
Uzbekistan and Tajikistan.

Polish protests
Protesters marched in three

Polish cities yesterday in fur-

ther demonstrations against
General Wojdech Jarnzelskl
becoming {resident, Reuter
reports from Warsaw.
The National Assembly Is to

elect a president early next
month and Gen Jaruzdaki is

widely expected to be the Com-
munist Party’s candidate for

the newly created post. The
protests yesterday were In
LubUn, Gdansk and the Kra-
kow suburb of Nona Bute.

Yugoslav mine strike

More thaw ioo ethnic Albanian
miners refused to work In
Yugoslavia’s Kosovo province
yesterday as armed policemen
guarded towns to deter unrest

ahead of a mass Serbian
national festival, Reuter
reports from Pristina.

Pitmen at the Trepca lead
and zinc mine, north of the
Kosovo capital of Pristina,

baited work In protest over
not receiving May salaries and
bonuses, Taqjug agency said.

US visit allowed
Afghanistan will allow a US
diplomat to travel to Kabul to

seek the release of a captured
American journalist, the Gov-
ernment said yesterday, Reu-
ter reports from Kabul. A
spokesman said the State
Department had asked for an
envoy to be allowed in.

Finance ministry
anxiously leaves the

Louvre for The Tub
By George Graham in Paris

FT TOOK the blood and flames
that marked the end of the

Paris Commune to drive the

French finance ministry out of

its last address 118 years ago.

This time, the ministry has not
actually had to be smoked out,

but it has taken considerable

determination to winkle it out
of its eyrie in the north wing of

the Louvre, now to be returned
to the cause of art.

This morning, Mr Pierre B6r-

figovoy. Finance Minister, wifi,

at last take up resilience in his

new quarters in Bercy, in east-

ern Paris. It was Mr B§r£govoy
himself who ordered the move,
but it was countermanded by
his successor, Mr Edouard Bat
Isdur, in 1966 only to be rein-

stated in 1988 when the Left

returned to power. The new
ministry, designed by Mr Paul
Chemetov and Mr Bouxja Hui-
dobro, is not to everyone’s
taste. Some local residents

have baptised it “The Tub”.
At its northern end, where it

spans the road from the Gare
de Lyon, it resembles a giant

Mulberry pontoon, but at the

other extremity it turns into a
North Sea oil rig, with four
tog

ft protruding into the River

Seine and a high-speed lift

Unking Mr Beregovoy’s official

duplex flat with a helicopter

pad above and a jetty for his

motor boat below.
Although not officially part

of the pharaonic programme of

“grand works” launched by Mr
Francois Mitterrand to com-
memorate his presidency, the
FFr3.7bn (£360m) ministry has
already set its stamp on the
Paris panorama, indelibly
marking the view upstream
from Notre Dame.
Mr Bdrdgovoy and his three

junior ministers - budget, for-

eign trade and consumer
affairs - will all have ample
room in their new offices, even
if some of them might regret

leaving the ormolu and tapes-

tries of the Louvre. Junior civil

servants too are for the most
pert pleased by the improved
working conditions of The Tub,
while some departments previ-

ously scattered over Paris are
happy to join their colleagues

in the immediate orbit of their

minister.
The senior mandarins of the

budget division, who moved in
in April, or of the Treasury,

just installed, are less enthusi-
astic. They recognise the
advantages of having a sepa-

rate and highly computerised
office each, instead of cram-
ming six Empire escritoires
and a sprawl of cables Into one
larger room in the Louvre, but
they are anxious about their
isolation at Bercy. They may
get over the cultural disloca-
tion; some cafe will doubtless
be found to replace the cher-
ished Raguenau.
The physical isolation from

the downtown ministries, how-
ever, will be more difficult.

“When a minister is going to a
meeting we will be able to
catch a lift on the motor boat
Otherwise it is the Metro,

”

complains one treasury official.

And although Bercy boasts its

own Metro station, it is on a
fine leading nowhere that a
finamw ministry official might

want to go.

The better connected Gare
de Lyon is 15 minutes away on
foot, the time it used to take to

walk to the Elysee Palace.
Politically too they will be

out of touch with the down-
town spending ministries.
“Quite right too. It is about
time they stopped meddling,”
remarked one of their more
centrally located colleagues.

There remains the possibility
that the mountain might come
to Mohammed, for the Finance
Ministry forms the hub of a
wider plan to shift the develop-
ment of Paris towards the
neglected east Apart from a
number of other projects on
the Bercy bank, the plan is to

build a new national library

across the river at Tolbiac and
to surround it with a major
commercial services centre -
a sort of Wall-Street-on-Seine

.

This plan has so far received
a chilly reception from the
financial world. “We have
spent the last three years shak-

ing off their controL Why
should we move back within
range? Besides, we have
already signed a lease on a
new building in central Paris
and l certainly don’t want to

have to move twice,” said one
stockbroker.
That at least is something

with which the finance minis-

try officials, after their own
FFrSm moving operation, can
agree.
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As European Community heads of government gather for this week’s Madrid summit, FT writers identify the key issues for debate

~
~ Isolation nightmare

unlikely to come
true for ThatcherBy William Dawkins

EFFORTS to make the
European Community less
bureaucratic for travellers and
more secure for ordinary citi-

zens will get a political push at

this week’s Madrid summit.
EC leaders are expected to

give their blessing to an ambi-
tious European Commission
programme setting out the
steps for the removal of physi-

cal frontier checks on people
by the end of 1992.

They are not expected to
give the nine-point inventory
much debate, 'if only because
the summit agenda is already
overloaded with the conten-
tious central issues of eco-
nomic and monetary union and
social policy.

Instead, the plan will be
given broad support by leaders,

including Mrs Margaret
Thatcher, the UK Prime Minis-

ter. whose only quibble
appears to be that the time-

table is too optimistic.

Among the main points are

common immigration policies
- by far the hardest part -
co-ordinated controls on drugs
and terrorists, common extra-

dition procedures and the
removal of plant and animal

health checks away from fron-

tiers.

None of these proposals is

new but the plan takes a new
approach by separating what it

considers essential measures
for the abolition of controls
from a separate list of desir-

able but non-essential steps,

and attaching deadlines to all

of them.

It reckons, for instance, that

common extradition proce-

dures are essential, while har-

monised criteria for deciding

on extradition requests are

merely desirable. The distinc-

tion is a telling mark of the

Commission’s willingness to

compromise in what had
become a sterile political

debate on frontiers.

The plan itself is the first

product of a task force of
senior Commission and
national officials set up at the

last European summit six

months ago in Rhodes. Their

job was to break a political

deadlock. On the one side were
the sceptics led by the UK and
including Denmark. Greece
and Ireland, which wanted to

keep the right to examine
incoming EC nationals; on the
other was the Commission and
the other eight EC members,
pledged to end all internal bar-

riers. This is one of the few
points on this summit’s agenda
where Britain is not isolated.

The main message from the
report from the so-cailed
Rhodes co-ordinators’ group is

that It bas started to crack the
problem. It agreed to leave
aside the insoluble argument
on whether or not the Single
European Act really does pred-

icate the total scrapping of
internal frontiers. Instead, it

focused on steps to diminish
border checks.
Even with this new pragma-

tism, it has only partially lived

up to the hopes of Mr Martin
Range

m

ann, the Internal Mar-

ket and Industry Commis-
sioner, the group's political

chief. He identified three fruits

for wh2t he called an "early
harvest" for Madrid: agree-

ments on common asylum
rules, extradition procedures
and an EC visa list

la the event, the group pro-

vided full satisfaction on only
one, agreement from EC immi-
gration ministers that asylum
requests from Community citi-

zens must be handled by the
EC country they first entered.
The group is temporarily stuck
on visas, where there is agree-
ment on a list of more than 60
countries whose nationals
must have a visa to enter the
EC, but disagreement on half-

a-dozen more.
Common extradition proce-

dures are nearly agreed, await-
ing only the promised signa-
tures of Britain, Belgium and
Portugal to a Council of
Europe convention.
As for future work, the detail

of the report's nine headings js

as follows: common and
tougher checks at external bor-
ders; steps to ease physical
controls at internal borders;
joint action against drug traf-

ficking; better co-operation
against international terror-
ism; an EC visa policy; agreed
treatment of refugees and asy-
lum seekers; decisions on
which governments are respon-
sible for removing individual
frontier posts; judicial co-oper-
ation; and common rules on
the carrying of weapons and
other sensitive goods.

Thatcher: host Gonzalez (centre) and president Defers suggest she could be Isolated

Third World ‘threatened by 1992’
By Joel Klbazo

SOME of the world’s poorest
countries stand to lose out as a
result of the creation of the
single European market in
1992, according to a report
published today.
The report, from the World

Development Movement, a UK
-based Third World pressure
group, examines the single
market programme sector by
sector and looks at the impact
each sector would have on
trade, aid, the environment
and on investment Cows to the
Third World.

Countries whose economies
were dependent on the produc-
tion of commodities such as
sugar and hanawae, the report

says, would be hit particularly
hard with the possibility of
over 100,000 sugar workers in
Mauritius and the Caribbean
losing their jobs.
The report says many Third

World countries, were already
facing restrictions. It says “In
reality the markets of Europe
are already effectively closed
to the most profitable forms of
trade from the least developed
countries. For them. Fortress
Europe already exists.”

Export opportunities into
the Single Market are likely to
be won by the newly industri-
alising countries (NICs) in
South-east Asia rather than by
the poorest countries such as

those in Africa, the report
says.

The report calls for the posi-
tive assistance for the poorest
countries to adjust to the sin-

gle market; special attention
to the marketing of sugar,
bananas and textiles after
1992; greater consultation
with pom countries over the
single market programme; and
the establishment of a unit
within the EC to monitor the
effects of the single market on
the Third world.

Beyond 1992 - the effect of
the European single market on
the World 's poor~. WDM. Bed-
ford Chambers. London WC2
XFTA I?

By David Buchan

FOR Mrs Margaret Thatcher,

the nightmare outcome of the

summit would be to be on the

V«ing end of a vote among the

Community’s 12 leaders In

favour of an inter-governmen-

tal conference <IGC) to allow

fwotpr progress towards mone-

tary union by revising the EC
treaties.

It is not a very likely pros-

pect, despite statements in the

past few days by Prime Minis-

ter Felipe Gonzdlez, the sum-
mit host, and Mr Jacques
Defers, the European Commis-
sion president, that a call this

week for an IGC could not be
excluded.

If such a treaty-revising con-

ference is called for, the occa-

sion is more likely to be the EC
summit late this year under
the presidency of France, or,

even more probably, the mid-
1990 summit under Ireland’s
presidency. To put such a
momentous issue as changing
the Community’s existing mon-
etary institutions to the vote,

without first making one or
two attempts to talk Mrs
Thatcher around, would be
nearly unthinkable.
But the Defers report, under

discussion today, is clear on
the need for treaty revision if

the European System of Cen-
tral Banks (envisaged in stages

2 and 3 of the report’s recom-
mended advance to monetary
union) were to be set up. No
one disagrees — not even the
UK, which sees no reason to

move to a stage 2 or 3. and no

cause for treaty revision.

'rfrg reason is that the Single

European Act (so far. the latest

revision of the basic ‘Treaty of

Rome) flatly states that mom-
cation of monetary institutions

requires treaty revision, for

which an IGC is needed.

For Mrs Thatcher, the night-

man is all the more parnful for

having been lived through

before. On the second morning

of the 1985 Milan summit, its

host, Italian prime minister

Bettlno Craxj, suddenly called

a snap vote around the table

on whether a treaty revision -

and thus an IGC - was needed

to put through the famous sin-

gle market programme. Nine
leaders said yes; Mrs Thatcher

and her Danish and Greek
counterparts said no; and so

the conference went ahead
later that year and the Com-
munity ended up with the Sin-

gle European Act.

An IGC itself can be con-

vened by simply majority of

the Twelve. Thereafter, a coun-

try ran use its veto. The prob-

lem, as Mrs Thatcher has
found before, is that the politi-

cal pressure on the recalcitrant

to attend an IGC. and approve

its results, is enormous.
However, some institutional

moves to closer economic and
monetary co-operation could be
made by merely revising past

EC Council decisions. Such
moves could, it appears, be
supported by the UK.

EC’s medicine may have depressing effect on prices
Peter Marsh looks at the pressures to break down national controls in the pharmaceuticals market

RADICAL changes are likely to
take place in the way pharma-
ceutical companies plan invest-

ments across Western Europe
as a result of new arrange-
ments under discussion for
deciding on how European
Community governments set
prices for state-purchased med-
icines, writes Peter Marsh.
The changes, linked to the

preparations for the comple-
tion of the EC single market in
1992, will affect the strategies

used by drugs companies in
assessing where in the commu-
nity they site new factories
and research centres.

It appears likely that, under
pressure from the European
Commission, national EC gov-
ernments will be forced to
scrap or substantially modify
their policies of letting drugs
companies with substantial
local investments charge
higher prices for their prod-
ucts.

This way of operating should
be replaced, according to Com-
mission officials, by systems
which take into account not
the level of investment by com-
panies in a single country but
the cash they spend across the
whole of tbe EC.
The shake-up, due to be

gradually introduced over the
next few years, will mean that
drug companies have less rea-

son to channel resources into a
specific country-

for the sole
purpose of gaining a favoura-
ble deal over prices from the
government concerned.

It will probably lead to less

duplication of manufacturing
and development efforts by
Individual companies across
the EC and will favour those
groups which take a pan-Euro-
pean approach to marketing.

It will also result in greater
harmonisation across the com-
munity of drug prices, which
at present vary widely depend-
ing on different price setting

regimes.
Some in the industry believe

the new approach may help
Japanese drug companies,
which so far have little activity

in Europe, to gain a foothold in
the community.

In the EC, government
health agencies foot the bill for

tbe lion's share of all pharma-
ceuticals sales in the region of
some £20bn a year. Price set-

ting systems for drugs, agreed
on in individual nations
between the industry and spe-

cific governments, are thus
highly important.
The Commission aims to use

its so-called transparency
directive on drug pricing,
which is due to become imple-
mented across the EC next
January, as the basis for its

efforts to reduce what it sees
as the distorting effects of local

price-setting agreements.
Its drive in this area, how-

ever, may be resisted by indi-

vidual governments which dis-

like the threat imposed from
Brussels to their freedom over
setting prices and attracting
investments in the drugs field.

WELLCOME, the Brit-

ish drugs company,
has spent £22m build-

ing a sparkling new plant in
Nice in southern France which
the company admits is unlikely
to operate at more than 50 per
cent of its optimum capacity of
2,000 tonnes a year.
In discussing why Wellcome

went ahead with such a large
factory, Mr Jean-Pierre Man-
geot, the ebullient and amiable
head of the company’s French
activities, points ont that the
plant gives his group extra
flexibility and is a good sign of
Weilcome’s commitment to
France.
Another reason, which Mr

Mangeot does not mention, is

that a large investment of this
sort puts Wellcome in a strong
position in the horse trading
which goes - on in Western
Europe between drugs compa-
nies and the government
health agencies which have
responsibility for paying for
medicines and deciding on
prices.

In Western Europe, people
are prescribed by their doctors
medicines worth some £20bn a
year. The lion’s share of the
bill is met by government
health agencies through
social-services reimburse-
ments, although consumers
often pay a small proportion of
their drug costs directly.

The government agencies
which act as drug purchasers
are strongly influenced when
setting prices by the degree of
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investment - either in plant
or in research and develop-
ment (R&D) centres - which a
company has channelled into
their countries.

Prices are worked oat either
according to rigid formulas
hammered ont by companies
and governments, or by
closed-doors bargaining ses-

sions between the two sides,

the details of which almost
always remain confidential.

The upshot, however,
remains the same. The map of
Europe is dotted with far more
pharmaceuticals plants than
would appear necessary and
prices charged by companies
for their drugs vary widely
across the continent depending
on deals which have been
struck in individual nations.

Tbe criteria used for setting
prices in the different coun-
tries are very Important in
determining the pattern of
sales in Europe of most big
multinational pharmaceuticals
groups, which indude Merck of
the US, Glaxo of Britain,
Hoechst and Bayer of Germany
and Switzerland’s Ciha-Geigy.

It can be argued, too, that
the relative stability which
price setting systems provide
has given European drug com-
panies a good base from which
to drive into markets into
other parts of the world.
The price setting regimes in

different countries are. how-
ever, under scrutiny by offi-

cials at the European Commis-
sion in Brussels wbo fear they
distort the European market in
pharmaceuticals. The concern
is tied to general preparations
for the planned elimination of
trade barriers in the European
Community after 1992.

West Germany, Denmark,
Holland and Britain have rela-
tively high prices for pharma-
ceuticals while Spain, France,
Portugal and Italy appear at

EUROPEAN
MARKET

the other end of the scale. Tim
different price setting systems
are the main factors determin-
ing which country sits where
in this league table - although
other aspects such as different

patent conventions in some
nations may also play a role.

The power governments
have over drug prices gener-

ally suits politicians and civil

servants in the individual
countries. By linking higher
prices with investment, gov-
ernments have a useful way to
cajole companies to set up
local production units and
boost employment. “Often it

amounts to blackmail,” said
one senior executive at a big
European drag company.
Usually, companies are

happy to go along with the
method of price fixing, on tbe
basis that they have got used
to the systems over the years.
Sometimes - in the higher-
price countries — the govern-
ment systems support prices
which if left to the vagaries of
the market could drop too tow
for the companies' comfort.
Companies may even like

the flexibility which the range
of pricing systems give them to
charge differently for products
in specific countries depending
on the level of demand and
other market conditions.
There is, however, the obvi-

ous possibility that entrepre-
neurial wholesalers could buy
cheep drugs from a low-price
country and ship them to a

high-price one. Here they
would profit by selling at a
higher price to a drugs retailer,

normally a pharmacist.
Were this practice to become

widespread, it would destroy
much of the rationale of com-
panies setting up in frw high-

price nations at all; their facto-
ries in these places would
quickly go oat of business.
Thus big drugs companies

put as many impediments as
possible in the way of medi-
cines being shipped around tbe
continent- Tbe companies can
put pressure on wholesalers
and retailers not to deal til

imparted drags, for example by
cutting retailers out of cut-
price deals involving drugs
supplied for the home market.
Another widely used method

is for companies to give their
drugs names which differ
according to the nation in
which they are produced.

Officials at the European
Commission concerned with
the plans for the angle Euro-
pean market are, however,
hoping to see changes in the
price setting regimes.
They argue that the range of

price setting systems produce
inbuilt inefficiencies - such as
a welter of factories across
Europe working under capac-
ity - and provide a disincen-
tive for companies to “think
European.” There Js the added
thought that companies from
outside Europe - particularly
Japanese ones like Takeda,
Yamanouchi and Fujisawa

which are anxious to build up
strength in the continent -
might invoke the free trade
principles of the Treaty of
Rome to argue that the current
practices are illegal.

Officials have as a weapon
the transparency directive for
pharmaceuticals which (he 12
EC nations agreed last year
and which is wie to be iURde*
merited from January 1990.

This lays down the principle

that all price setting rules in
different countries should fol-

low published criteria which
are clear and objective.

It says nothing specifically

about investment criteria, but
many observers expect the
commission to insist within a
few years that the rules do not
discriminate against compa-
nies with only limited invest-

ment in specific countries.

Some pharmaceuticals com-
panies already well established
in Europe argue that - in view
of the commission’s plan to
speed up licensing of new
dings and to give new formula-
tions longer patent protection
- the single market’s effect on
the industry will be positive.

But worries abound from
industry leaders. “There is real
fear of the unknown," accord-
ing to a recent report* on the
drags industry and 1992. One
concern stands out: that
should a pan-European price
setting system come in,
imports of pharmaceuticals
from low- to high-price coun-

tries would inevitably occur.
That would push drag prices
generally downwards, cutting
profits and providing less cash
for the high levels of R&D
needed in the industry. A step
in this direction would cause
“a dramatic problem” for the
industry in Europe, according
to Ms Nelly Baudritiaye, direc-
tor general of the Brussels-
based European Federation of
Pharmaceutical Industry Asso-
ciations.

*Pricing and Rexmbursements
Of Pharmaceuticals in the Euro-
pean Community by Donald
Macarthur, PJB Publications.
18 BUI Rise. Richmond . Surrey
TWlO 6DA. UK. £120.
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A GENTLE REMINDER
FOR ABBEY NATIONAL QUALIFYING MEMBERS

Applications by post-
Postal applications to buy shares in Abbey National pic must arrive by 10am,

Thursday 29th June, at the address shown on the reply-paid envelope provided.

Applications in branch.
Alternatively, your completed Application Form can be handed in at any of

our branch offices by 5.00pm, Wednesday 28th June. To help you apply for your

shares, we are extending the opening hours of Abbey National branch offices.

On Saturday 24th June, branches normally open on Saturday mornings will be

open until 5.30pm. On Monday and Tuesday, 26th and 27th June, all branches will

stay open until 8pm.

To help you purchase your shares, you can arrange to pay for them by debiting

the money direct from a suitable Abbey National account. Full details will be sent

out with your Application Form.

If you haven't yet received your Application Form, call in at any Abbey

National branch immediately.
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NOW FOR THE FUTURE tfimomL

ISSUED ON BEHALF OF ABBEY NATIONAL PIC BY KLHNWORT B0MSON LIMITED, A MEMBER OF THE SECURITIES ASSOCIATION AND FINANCIAL ADVISERTO ABBEY NATIONAL PLC ALL APPUCATIONS
TOR SHARESSHOULD BE BASED ON THE PROSPECTUS. A COPY OF WHICH CAN BE OBTAINED FROM ANY ABBEY NATIONAL BRANCH. REMEMBER. SHARES CAN GO DOWN AS WELL AS UP IN VALUE.
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OVERSEAS NEWS

Scandal forces out

Ontario PM’s aide
By David Owen In Toronto

US to back
E Europe
reforms

Fed accused of rewriting bank law
By Nancy Dunne in Washington

A KEY adviser to Mr David
Peterson, Ontario's Liberal pre-

mier, has been fenced to resign,

as a damaging scandal, over
illicit political contributions
gathers momentum in Cana-
da's most powerful and popu-
lous province.
Mr Gordon Ashworth, execu-

tive director of the premier's

office, stood down last week
when it was revealed that he
had accepted a house-painting
job and a refrigerator from a
company controlled by a fam-
ily of property developers with
strong lmV to the federal Lib-

eral Party.
The deal was arranged by

Mrs Patricia Starr, president of
a local charitable foundation,
whose name has become
known in recent weeks for

allegedly channelling more

than C$80,000 (£43^00) of the

foundation’s funds into various

political campaigns.

A list of Liberal and
Conservative politicians,
frudniting nine members of Mr
Peterson’s cabinet, allegedly

benefited from these contribu-

tions. A judicial inquiry is to

be set up to examine the
nature of relations between
Mrs Starr, the development
company and provincial politi-

cians and nffindB.

The WrUP^d, now known

!

simply as "the Starr affair”

,

appears to have ended any
thoughts which Mr Peterson
might have entertained of run-

ning for the leadership of the

federal Liberal Party. Mr John
Turner, the current leader,

revealed Us intentions to step

down earlier this year.

By Peter Ridden, US
Editor, in Washington

Venezuela GDP ‘to fall’

By Joe Mann In Caracas

THE Venezuelan government
expects the country’s gross
domestic product to fall by 5.4

per cent this year, a steep

when compared to a
real GDP growth rate of 43 per

in 1988.

The projection was made by
the Minister of Planning, Mr
Miguel Rodriguez, at a recent

meeting with labour leaders,

according to press reports. A
recession is already being felt

in a number of important eco-

nomic sectors thanks to Febru-

ary’s tough economic adjust-

ment programme from Presi-

dent Carlos Andrfis Pfirez. The
government expects renewed
domestic growth in 1390.

THE US is preparing a package
of measures to support politi-

cal and economic reform In
Poland and Hungary which
President George Bush can
announce when be visits these
countries in two weeks-
Hr Bush has not reached

filial flepiRHFU* on the detail,

.

but the main options include a
redaction of current trade bar-

riers, assistance in dealing
with environmental problems,
support for private sector ini-

tiatives and backing for the
reschednling of Poland’s debts.
These are in line with Us new
approach to Eastern Europe
outlined in his Hamtramck
speech two months ago.
However, senior administra-

tion officials want to avoid
raising expectations about a
big rescue package.
A consistent message is that

the answer to Poland and Hun-
gary’s problems lies not in
massive new loans but in flm-
damental structural changes
to make their economies move
efficient.

In relation to Poland, the
main Ug wnpharin (g qq Mm
Paris Club discussions on
rescheduling goverament-to-
goramnents loans, in which
key creditors such as West
Germany and France are
already cloudy involved.

CONGBESSKAN Henry
Gonzalez, <»hnirwifln of the
House Banking Committee, has
ordered an intensive study of
the US Federal Reserve Board,
which he says has misinter-
preted US banking law by giv-
ing banks new powers.
The board last week gavetbe

go-ahead to J P Morgan Securi-
ties, an affiliate of Morgan
Guaranty Trust Company, to
begin raising money for corpo-
rations in the public braid mar-
ket Several other large banks
are expected to get Fed
approval to operate securities

Congress foiled to pass legis-

lation to reform US banking
law to grant securities powers
officially to subsidiaries of
bank holding companies. In the

meantime, Mr Gonzalez and
other congressmen resent what
they see as an agency rewrit-

ing US banking law.

In an Interview, he com-
plained that the Fed had ven-
tured into the policy-making
vacuum in a "fragmentary"
festoon.

“Banking pdBcy has become
a riWftwfid, qhapakag mass," Mr
Gonzalez said. “It Is time that

Congress grasped hold of a sys-

tem which has grown like

T<
^Gonzalez’ anger with the

Fed goes back some years. An
attorney and a fiery populist,

he nnre called for the impeach-
ment of Mr Paul Voicker, for-

mer Fed chairman. Last year,

he took to the House floor to
complain tint the Fed’s open

market committee was a secret

group meeting in secret

"We readied a point of say-

ing that there is a human insti-

tution outside of the papacy
that i3 infallible- ft commits no
sins? ft renrmits no mistakes?
It would be shocking to fry to

do anything to remind the Fed-

eral Reserve Board that it is a
creature of the Congress."
The study, billed as "a

review of the Federal Reserve

Board's 75 years”, will examine
the boardV functions, includ-

ing monetary policy-making
procedures, supervision of
holding companies and ser-

vices provided to banks. A staff

member “It will concen-
trate on making the Fed move
ofpmmhihlp to Mm irnhUn.”

Since ascending to the com-

mittee chairmanship, ifr Goa*-

zalez has called for a ‘proac-

tive approach to legislative

issues” to quell the perception

tint the committee only reacts

to festering problems.

Once the savings and loan

bafl-ont legislation is complete,

later this summer, the commit;

tee will return to writing bank

reform legislation giving banks

congressional authority to

SHIPPING report

Demand for

big carriers

increases
By Kevin Brown, Transport

Correspondent

malAND for TCry torff

ultra large crude omrim Mfr

ttoned to move upwards las*

nwwif. partly as a result la a

large number °f prtvrt* fix-

Mr Gonzalez endorsed a
comprehensive reform of US
financial services laws, voicing

concern that “piecemfial”!^
lative efforts of the past had

ramwitttee mnmherS in

a position of being tor or
pgninBt deregulation. "That
wasn't the issue at all - it was
how you deregulate,” he said.— ——— ro aweavyKc.

Brazil tightens controls on stock market ^^3* ml. . .iimlr fl

By John Barham in SAo Paulo

BRA KIT, hag flnnwniraH the
indefinite Mwpwiai^n of trad-

ing in stock options and index
futures In the wake of the
country's stock market scan-
dal. The detiahm is a first step
to increasing regulatory rigour
over the loosely-controlled
aqi iity marirnhi

The country’s stock marirate

were shaken two weeks ago
when one of its largest specula-
tors, Mr Najl Robert Nahas.
failed to honour debts of

$31.1m (£19.8m). The ensuing
scandal forced the resignation

of the Central Bank president

and the closure of six broker-
ages with debts of $50m-
Mr Luis Carlas lira, a direc-

tor of the government’s
Comissdo de Valores Mobili-

arios (CVM), which polices
the capital markets, said:
“These speculative markets
in stock options and futures
were pulling at the rest of
the market. We will have

to re-iidnk their role.”

Trading In current options
and futures contracts, with
exercise dotes in August, will

continue.
Mr Piva said the Commission

would re-open the markets
osdy after a "debate over their

purpose in the Brazilian econ-

omy.”
He would press for greater

powers for the CVM, which he
admitted had foDed to keep up
with the markets’ growing

sophistication.

The Commission is also
investigating allegations of
stock price manipulation, fraud
and excessive market^iwBitrjittoiig at «tne bndssr-

The Central Bank has
already announced the liquida-

tion of six of the fawft-

Tfee CVM is also investiga-

ting comfort letters the Itio de
Janeiro exchange issued to
hanks fhmnHng speculators.

jSaww prlDdptf» ™«
active in the marks*, and a

number of VLCCs were fitted

for consecutive voyages from
the Golf to Japan at betwm
KWS 5»aad

Otherwise, ape®4®*®*™®
voyage rates were NWS gJ
for 245,000 tons from thewuf
to south Korea and NWS 56

for 280,000 tans ttturn the Gulf

to Singapore.
A London major oil com-

pany fixed a stop of SWMWB
from the Gulf to toe Wert
early in the week at NWS 4&5
with an option to the Bed jha

at NWS 56 followed by a trip

to the West at NWS 35.

i-ater in the week, a shipof

304300 tons was fixed to on
HK/Continent with an option

for western hemisphere dis-

charge at NWS 523. -

Brokers said the increase hi

activity appeared to bfe caused

by a foil in the price of mate

M3 continued uncertainty

over Iran and China.
The stronger trend was

expected to continue.

t*

,
: '»-• •• l

' * * .1 .
• *. •

’ ’
‘

'. s :... 'VJl' :

•

\

• .• * !"* "• •"=

’
... T

* •’ *.*'. •_ * Y'

ECOHOMIC INDICATORS
UNEMPLOYMENT

—

You need a big wheel
for a grand view.

May *66 Apr.*89 Mar.'09

USA OOCo 6385.0 6546.0 61263
% SL2 5.3 S3

UK 000*8 1803.0 1884.0 19603
% 6B 63 63

W. Germany 000*8 2035.0 2178.0

% 7jB 73 &4

Apr.’SS Mar.*89 Feb.*89

Belgium 000*8 386.4 3803 384.4

% &5 iao 103
Italy OOffa 3945B 395Z0 3837.0

% 16JB 163 1&4

Mar.*89 Feb.*80 Jan.*89

Japan 000's 1630.0 1570.0 14603
% 23 23 23

France OOCs 2547.0 2507.0 26613
% 103 113 113

Apr/88
406.7
ms

3065.7
KL9

Mar.*88
1600.0

2.0
~ 254743

ms

StmrtM frxnapf UK.UX,.<

Since camcordersmust
be compact, conventional units
normally use a cylinder with a
small radius for playback and
recording. But Hitachi remain

committed to the grand view.

So they put in a big ‘wheel’ fora
richer, more complete picture of

the real world.

lb find the space ina
camcorder for the full size

cylinder, parts had to be reduced
by 30 percent This dramatic

reduction demanded true inter-

disciplinary technological expertise.

Hitachi’s hybrid IC design and
manufacturing capabilities were

essential. Equally vital were

expertise in mechanical devices, in

macro and micro level electronics,

and the ability to flawlessly

integrate these technologies for a
specific target
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Hitachi VM-S7200E Super VHS Cwncondar

Whatever the product,

from camcorders to super-

computers, from home appliances

to custom-made VLSIs, Hitachi

have the same philosophy. This

philosophy is based on practical

applications of our proprietary

technologies so that each feature,

major and minor, is designed

with every other feature in mind.

The result is in-depth integration,

guaranteeing the special quality

which is the hallmark of Hitachi.
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Power steering and central locking standard on all models

Pride of ownership, superlative comfort and

pure driving pleasure don't require vast power or

great mass. What is required is the type of advanced

seat-belt tensioners, a passenger safety cell with front

and rear crumple zones and ABS anti-lock braking

(an inexpensive option when not a standard feature)

engineering for which Mercedes-Benz

are famous. The Mercedes-Benz 190 is
With every mile it grows

are all integral parts of its safety

engineering. This blend of mechanical

the proof. Within the design strictures of a compact

four door, five passenger saloon it is one of the

most rewarding driver's cars ever produced.

With every mile you drive in a 190 your sense

of security grows. The more often it demonstrates

its capabilities, the more you appreciate the skill

of its designers. As each month of ownership

passes, you appreciate the car's tireless performance

and perfect road manners.

Every Inch A Mercedes-Benz

Although light in weight, the solidity of the 190's

construction and its immaculate suspension system

give it a ride more readily identified with larger, more

expensive Mercedes-Benz cars.

In fact, if you didn’t know beforehand, you

would be hard pressed to tell which Mercedes-Benz

you were travelling in.

on you

®
Engineered like No Other Car

In The World.

sophistication and traditional Mercedes-Benz practi-

cality is available in six variations. From the 2 litre,

four cylinder 190 to the 197 bhp, 190E 2.5-16 - the car

that redefined the term sports saloon.'

Relaxation Every Foot Of The Way

Every 190 is designed to minimise the stress

of driving. AH controls are ideally positioned and

simple to operate. The instrumentation is uncluttered.

Anatomically contoured, fully adjustable seats and

an individually controlled heating/ventilation system

keep each front seat occupant cossetted.

Whether steadily consuming mile after mile of

motorway, manoeuvering a tricky S-bend or squeezing

into a tight parking spot, the 190 has a superbly

balanced system of complementary mechanical

components: precise controls, uncanny handling,

exemplary ride comfort and Mercedes-Benz reliability.

As you get to know your 190 it will grow on you.The 190 is no less a Mercedes-Benz when it

comes to safety. Unique electronically controlled front In stature if not in size.
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GPT set for move into US market
By Terry Dodsworth, Industrial Editor

Telecom, it has had only Hm- Aligned for rural tele-GPT, the British
telecommunications group
which Daces a merger with Sie-

mens of West Germany, has
launched a plan to break into

the muIti'fallliozHlollar US mar-

ket for "min public telephone
exchanges.
The move win give the com-

pany the chance to sell parts of

its System X exchange in
North America for the first

timp. This will bring GPT Into

direct competition with Sie-

mens^ which has spent several

years in an expensive effort to

market its own large exchange
to the US telephone operating
companies.
System X is one of the new

generation of digital exchanges
which are being installed
throughout the industrialised

world. Developed for British

lted success so far overseas,
fmd has yet to main* a signifi-

cant breakthrough in a large
developed market
Siemens has sold Its big pub-

lic exchange in several export
markets. It has also had a few
orders in the US, but it is still

struggling to establish itself as
the third main supplier to TO
telephone companies after
American Telephone and Tele-
graph (AT&T) and Northern
Telecom of Canada.
GPT’s new plan of attack on

the US is based on the position
It has established in the Amori-
can market in a venture with
Stromberg Carlson, a Florida-
based company acquired in the
early 1980s.
Stromberg has its own digi-

tal switch, me DCQ, which was

phone exchanges. GPT has
begun to develop the technol-
ogy of the DCO amd System X
together, with the aim of
increasing the power of the
DCO so that it will be saleable
in the US market for larger
urban exchanges.
"We have been talking to the

American telephone companies
for about 10 months now?* says
Mr John Bentniak, director of
engineering at GPT. "We have
approval for our technology,
and we have the manufactur-
ing capacity in the US. So now
we are aiming for the BEriha
market in the exchanges that

are being replaced.”
Mr Ziemnigh says riiwt the

two companies are working
towards one family of switches
based on a single technology.

As far as possible, he adds,
they will have common hard-
ware, and software resources
wDl be combined as wdL
GPT also believes that soft-

ware developed for innovative
new services in the US will be
Invaluable in the UK.
The T1K company has pantiTTr

ued with this convergence pro-
gramme, bringing together the
development resources of GPT
and Stromberg, despite the
strong posslbflity of the merger
with Semens.

It is by no mramg rTpqr hflW
far Semens would become
involved in the running of GPT
if there is a successful outcome
to the West German group's
bid for Plessey, the UK elec-
tronics group, made in con-
junction with General Electric
Company, also of the UK.

Railway union calls for urgent
talks to avert strike over pay
By Fiona Thompson

MR JIMMY Knapp, general
secretary of the National
Union of Railwayman, last
night, appealed to British Bail

to meet him for immediate
talks in a bid to avert the 24-

hour strike planned for this
Wednesday.
Speaking In Newcastle

where the union begins its

annual conference this morn-
ing, Mr Knapp arid he wmM
meet the BR Board at the New-
castle offices of the conciliation

service, Acas, or return to Lon-
don for talks “at any time."
But the NUR leader did not

hold out much hope of success

in resolving the dispute over
BR’s Imposed 7 per cent pay
award and the proposed aboli-

tion at lratimwi pay bargain-
ing.
“At the moment, the strike is

stm on,” he said.
Mr Knapp said more money
was certainly available. “We
expect BR to announce record
profits of £SOOm-pfris on July 5.

I rTwllwwa than to S8V how
much of that profit they will
invest in the workforce."
From this morning all deci-

sions on the dispute move to
the conference floor, as the
union's executive stepped

down on Saturday.
Mr Knapp rwrifirTnad tHaf the

conference had the power to
propose stepping up the dis-

pute from oneday strikes to
full-scale action. However, an
indefinite stoppage would
require a ballot of all 70,000
members.
The executive last Thursday

called for a 24-hour strike this
Wednesday and on July 5. Con-
ference could, under the strike

ballot, extend this to three 24-

hour strikes a week, for exam-
ple. But Mr Knapp said he
would not suggest any change
to the agreed plans.

TGWU yields on local port deals
By Charles LeaAeater, Labour Editor

THE leadership of the TGWU
transport onion will take a
conciliatory approach to shop
stewards who have signed
local agreements with port
employers in rfafianm of the
union’s policy of seeking a
national agreement to replace

the National Dock Labour

Mr Ran Todd, the TGWUs
general secretary, speaking in
Brighton before the union’s
biennial delegate conference,
said such local agreements

would have to be embraced
within an agreement to set
national standards for employ-
ment conditions to replace the
Dock Labour Scheme which is

abolished next month.
He aaid union nfflrfala wnnW

be contacting local shop stew-
ards to determine how for they
had got in talk*. Ur Todd said
there was no question of stew-
ards being rflsripltneri-

Mr Todd said: "We are not
talking about Jumping on peo-
ple but persuading them

through arguments about the
principles erf the dispute."

Stewards at several ports
have been involved in talks

with local port employers and
some deals have agreed.

The union's 9,400 registered

dockers will start balloting this

morning on whether to stage a
national strike over the
union’s claim for a national
agreement to replace the statu-

tory scheme which will be
abolished next month.

Wimbledon
coverage ‘to

go ahead’
By Michael Smith

ONE of toe three broadcasting
™tans said yesterday It was
almost certain that coverage
of the Wimbledon tennis
championships - which is goM.
to countries around the world
- would not be affected by
their pay dispute with' the
BBC.
The National Union of Jour-

nalists said it was also
unHkaly that it and the ACTT
and BETA nwtarnt would fhli
week be staging lightning
strikes of the type which dis-
rupted the corporation’s pro-
grammes last Friday and Sat-
urday.
The decision to pull hack

from disrupting coverage of
the championships has been
Influenced by management’s
cantingecy plans to ensure
coverage went ahead in the
event of industrial action.

The emergency measures
included taking coverage from
the American network NBC.
The NUJ said that “the best

thing for us to do is look far
another target.”
Wimbledon is one of the big-

gest annual sporting events
covered by the BBC. As wen as
millions of British viewers, the
corporation's pictures are
taken throughout Europe, the
United States, Japan, and Aus-
tralia.

Contracts dispute

threatens plans for

power privatisation
By Max WHMnaon, Resources Editor

THE Government is being
asked to settle a dispute

between the electricity indus-

try's generation and distribu-

tion arms about the extent to

which industrial consumers
will be able to shop around for

power after privatisation.

Some large industrial con-

sumers have complained that

they are being frozen out (rf the

talks and several have refused

to renew contracts with their

area boards this year until the

issue is settled.

The argument centres on the
contracts now being negotiated
between the area boards which
will become private distribu-

tion companies and the two
generating companies which
wifi succeed the Central Elec-

tricity Generating Board.
These talks have proved

more difficult than the Govern-
ment hoped, and there is now
doubt whether the detailed
contracts and the computer
programme needed to organise
the new power market can be
in place before the system is

due to start operating on Octo-
ber L
The central issue still

unsolved is the extent to which
area boards will risk losing
their large customers to the
generating companies if vigor-
ous comnetition is nermitted in

Since most of the

electricity demand is etpew*

to be in the industrial and era*-

mercial sector, some ofthe

area boards fear they couldbe

pushed back into the relatively

Stagnant business of selling

electricity to domestic consum-

ers at regulated prices.

They also fear that if tie two

large generating companies,

National Power and PowerGa,
build up large-supply busi-

nesses in the industrial and

commercial sectors, they will

be able to freeze out new
into the market.

To counter the strength, of

the two generating companies,

the area boards have been
seeking detailed contracts

which would allocate output of

specific power stations or part

of their output to each board.

However, the contracts now
envisaged will require area

boards to pay the capital costs

of power plant under contract

to them, as well as fuel costs.

A fierce dispute about the
size of the capital charge Is

still unresolved. The area
boards and the Government
are at odds over the exact fig-

ure and the element of prom
which should be included In

the charges.
struevle over nrivatisatkni.

Universities ‘making too

little on contract income’
By David Thomas, Education Correspondent

MANY OF Britain’s
mritunnitiwi are making hardly

any money on their research
contracts with industry and
government departments, a
study has revealed.

Universities have been under
pressure from both their own
vice-chancellors and the dons’
union to start charging realis-

tic juices for research activi-

ties.

The issue surfaced during
the recent pay dispute, when
the Aamriattan of University
Teachers argued that universi-

ties could afford to pay their

dons more if they priced ttyeir

services more aggressively.

The University Grants Com-

mittee last year calculated that

universities could boost their

Income by almost £100m a year
if they started charging appro-

priate rates for contract work.
However, the latest figures

for 1987-88 show the message is

slow in getting through.
They also reveal marked dis-

parities between universities,
ranging from Salford which
generated a surplus of 70.3 per
cent to Strathclyde whose sur-

plus was just L7 per cent
The figures are compiled

from financial rn

t

rims to the
Universities Funding Council
by Mr Lawrie Marsh, a senior
official at Southampton Uni-
versity.
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Economy faring ‘long slog Keep policy Economists urge entry into EMS
over the medium term’

PorcatgaBB change wile
tEbn. 1M& *iaas= wo.

By Peter Norman, Economics Correspondent

THE BRITISH economy faces a
“long slog over the medium
term” to correct the excesses of
last year’s boom, according to
the London Business ScbooL

In its latest thrioe-yeariy eco-
nomic forecast, published
today, the LBS said that the
economic outlook has deterio-
rated since its last report in
February forecast a soft land-
ing for the economy.

It now expects economic
growth to rise by less than 2

per cent this year compared
with the 3 per csnt real growth
it forecast for UK gross domes-
tic product in February. Infla-

tion la now expected to be as
high as 7 per ceht by the end. of
this year and average more
than 6 per cent in 1389 com-
pared with February's forecast
of an average 49 per cent infla-

tion rate this year.
The LBS now believes

Britain’s current-account bal-

ance-of-payments deficit will
widen to £15.7bn in 1989 from
£l4.€bn In 1988. In February,
the LBS said it expected a
pghn rirffoit this year.
The LBS said it expected

inflation to fall below 5 per
cent by the end of 1992, with
the current-account deficit less

than EIGbn. That will be after

four years of tight fiscal and
monetary policy and slow
growth in output and demand.
Looking ahead to next

March, the LBS said the 1900-91

Budget will have to be neutral
to reduce inflation and the cur-

rent account deficit over the
medium form. Oflly modest tax
cuts - cutting the basic rate to

24 per cent in 1991 and 23 per
cent in 1992 - will be feasible

thereafter.

While the Treasury has Sore-

ECONOtaiC FORECASTS
1968 1989 1990 1991 1092

GOP 4.3 1.9 2.7 2.5 19
Inflation

Consumers'
69 &1 &2 BJO 5.5

Expenditure^
Total Fixed

&5 &2 29 29 1.6

Investment? 11.8 5.7 3.2 29 2.7

Gen Govt COnaUmptferi 0.5 1.1 09 0.9 0.9

Stocfcbulldlngtt 1.9 09 -0.4 09 09
Exporfst -1.0 4.3 79 2.7 19
Imports! 11.9 0-8 29 29 1.1

Sterling Index* 96.0 949 909 90.0 90.0

PSDft (Ekm.finan years) 14.4 105 159 179 20.0

Current Balance (Ebn)
UK Adult

-14.6 -I5u7 -139 -119 -6.9

Unemployment (m) 2.3 19 ao- 19 19
l t IWftlW* strong* in voJums.

Saunas economic OuQoofc t88S-tSB2. junm

cast a £l4bn public-sector debt
repayment for 1989-90 declining
steadily towards balance by
the mid 1990s, the LBS predicts
a £i5.5bn budget surplus for
this financial year, growing to
£20bn in 1992-93.

The main LBS forecast
assumes that British bank base
rates have peaked at 14 per
cent But it warns that wage
developments might pose a
serious danger. If wages are
bid ixp to compensate for
higher retail price inflation,

the Baffle to control inflation
would be more protracted than
forecast, and oiifjrat weaker.
The LBS said inflation might

drop to around 3.5 per ceht by
1992 if Britain entered the
exchange-rate mechanism of
the EMS with a sterling
exchange rate of around DM
3J to DM 89, equivalent to 94
on the Bank of England’s
trade-weighted sterling Index.
Achieving that levfel for thb
pound, however, would require

Hill Samuel offers
6
all-in’ manager fees

By Barry Riley

IN WHAT lb being heralded as
an attempt tfl clean up charge
ing practices in pension fond
management. Hill Samuel
investment Management
(HSIM), the main fund-manager
meat arm of the TSB Group,
intends to promote ah “aO-ifl"

fee stale.

However, HSQf clients opt-
ing for the hew Scale Will fece

men
charges, which could, amount
to 0.33 per cent for a fund of
SJOOm. In return, the managers
will Waive all extra duuges.
Other companies quote only
around 0.15 per cent for £lQ0m
portfolios.

Clients will be able to
remain on the old scales If they
wish, and bear hidden costs as
in the past. Alternatively,
HSIM is keen to quote perfor-

mance-related fees, which are
proportional to the managers'
ability to match ot beat ah
agreed performance bench-
mark.
According to Mr Alan Hen-

son, pension Tatid director at
HSIM, the move will allow bet-

ter financial planning by cli-

ents and will permit “elimina-

tion of any hint at all of
conflict of interest”.

HSIM his commissioned
independent market research
which reveals that true costs

on an Industrywide basis ate
as much as 75 per cent above
the notional charges, which for

large portfolios are typically a
little under 0.2 per cent bf

funds managed.
The main sources at addi-

tional costs are:

• Commissions paid to bro-
kers on share £rahsactim&
• Overseas turnbirer sur-
charges of typically about %
per cent which are often
imposed cal dealings in foreign
equities.

0 Extra management charges
ltwifrri on specialised in-house
unit trdSts, for instance prop-
erty or stria!! company funds,
into which a proportion of
assets tnky .he placed.
• Separate administration
charges which are imposed in
some cases.

There hafi been concern on
-the part of some pension funds
and consultants that such
charges ban lead to distortions,

including excessively high
turnover or “churning" in
overseas portfolios and. unduly
heavy use of houses* own
funds, as managers seek to
gain extra revenue. According
to Mr Henson: “When pitching
for new clients there Is a great

deal of inquiry about exactly

what is being charged We are

moving a Step ahead of the
consultants."
He says that a serious con-

cern at the present time Is to

defend traditional “balanced"
management against competi-
tion from specialised advisers.

Hill Samuel is launching its

full disclosure campaign on the
strength of two excellent years
after an BarKm- lean sped

Institutes plan merger
THE INSTITUTE of Chartered
Secretaries and Administrators

and the Chartered Building
Societies Institute are consider-

ing a merger^
The two institutes, which

have been closely associated

for a number of years, said yes-

terday that they believed a
merger would improve the
development of personnel for

the ftiwnrrtal serineeS industry.

A steering group has been
set up to make recommenda-
tions Uext year on the plans for

a merger.
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an Increase of 1 percentage
point in British bank base
rates from their present level

hi the short term, participa-
tion in the ERM would mean
that inflation would be higher
and growth slower than if

Britain avoided full EMS mem-
bership. But by mid 1991, both
inflation and interest rates
would be 1 percentage point
lower than if Britain stayed
outside the BRM.

ticortomic Outlook, Vol 13.

No. £ Gower Publishing, Gower
Bpuse, Croft Road, Aldershot,
Hampshire GUIi 3HR. Annual
subscription £135.

on income
tax, advises

Liverpool
By Peter Norman

THE BRITISH economy should
resume robust growth In early

1990 as inflation fells and inter-

est rates are cut, the Liverpool

Quarterly Economic Bulletin

says.
However, in its leading

article, Professor Patrick Min-
ford says it is essential that the
government sticks to its policy

of cutting income tax and
avoids exchange-rate targeting

in the rest of this year.

The Liverpool Research
Group In Macroeconomics,
headed by Prof Mlnford, stands
apart from the consensus of
economic forecasters in Britain

who see slow growth and disin-

flation ahead. The group
expects gross domestic product
will grow at annual rates of

around S.5 percent in the three
years starting in 1990 accompa-
nied by a steady decline in
retail price inflation to 1.4 per
cent by 1992.

The group assumes the stan-

dard rate of income tax will be
cut to 20 pence in the pound
over the next twd Budgets
from the predent 25 pence rate.

The grotip is optimistic
about jobs^ forecasting a drop
in the animal average rate Of
unemployment to i -Mi ttt 1992
from L7m tins year.

By Peter Norman

BRITISH membership at the
Exchange Rate Mechanism
(ERM) of the European Mone-
tary System would be the best
way of restoring the credibility

of UK monetary policy, accord-
ing to the London Business
School

In an article published with
the latest Four-monthly LBS
forecast, two of the school's top
economists called on the Gov-
ernment to name a firm date
next year for British entry into
the ERM.
Mr David Currie, the director

of the LBS Centre for Eco-
nomic Forecasting, and Mr
Geoffrey Dicks, a senior LBS
economist, said the Govern-
ment could make a virtue out
of the recent statement by the
Chancellor, Mr Nigel Lawson,
ruling out UK participation in
the ERM until the second half

of 1990 at the earliest It should
encourage a debate in the
interim period about the appro-

priate exchange rate for entry,

with the aim of guiding the
foreign exchange market.

The LBS economists said the
Government should make clear

that it would favour a high
exchange rate with a commit-
ment to low inflation.

Once in the ERM, it should
rule out the possibility of
devaluing Sterling in any EMS
realignment.
Those moves would provide

a “firm non-discretionary
anchor for both monetary pol-

icy and inflation expectations”,
and in the i™g run would pre-

vent British inflation rates
from diverging greatly from
West Germany’s lower infla-

tion rate.

The two authors argued that

a reassertion of the Govern-
ment's Medium Term Financial
Strategy (MTFS) would not
restore credibility to the Gov-
ernment's monetary policy
because it would not resolve

Uncertainty caused by the dif-

ferences over policy between
the Chancellor and the Prime
Minister.

Furthermore, Britain’s rela-

tively poor inflation record
over the past decade, together
With twists and turns in past
versions of the MTFS, would
fall to convince the finanriai

markets.
“Too much judgment and

discretion is inevitably
Involved In implementing a
restated MTFS for it to cany
conviction,” they said.

Although Messrs Currie and
Dicks support British entry
into the ERM, they are less

enthusiastic about economic
and monetary union in the
European Community. British
membership of the ERM at the
cost of locking the UK into a
long-term monetary union with
undesirable features "would
ot be a worthwhile bargain”,
they said
They added that the Govern-

ment is right to hesitate before
committing itself to tbe second
and third stages of the Defers
proposals for moving towards
economic and monetary union.
However, the Government

should not reject the first stage
of the Defers process, which
involves full membership of
the EMS.
To do so would risk being

sidelined in Europe and make
the Government less able to
block the second and third
stages of the Delons report

Growth ‘will slow, with squeeze on profit margins’
By Simon Hotoerton, Economics Staff

THE BRITISH economy is set
for a period of slow growth
with company profits bearing a
ldt of the brunt of the contrac-
tion in activity, according to
the Ernst & Whlnney Item
Club.
The Item Club, which uses

the Treasury’s model of the UK
economy on which to base its

forecasts, says that growth in
domestic spending will slow
sharply during the second half

of this year and remain flat for

most of 1990.

It says the corporate sector

will bear much of the pain. A
very sharp squeeze on domes-
tic profit margins will reduce
growth in profits from a fore-

cast 10 per cent rise to a I per
CfiZlt gain in 1990.

inflpHrai will fan during this

year, bnt not by much. By the
last three months of the year
the retail prices index will be

7.4 per cent higher than a year
ago, much higher than the
Chancellor’s forecast of 5.5 per
cent in his Budget

In 1990, the inflation outlook
improves and by the end of tbe
year Item expects the inflation

rate to have faiipn to around
5.5 per cent
Item expects that the weak-

ness of the pound will force the
Government to raise interest
rates to 15 per cent.

It expects a current-account
deficit of £l9bn this year, fur-

ther falls in unemployment fig-

ures and a public-sector bor-

rowing requirement surplus of

£17bn.
Its longer-term view is that it

will take until 1991 before the
British economy returns to bal-

ance, “producing an unfavour-
able economic background to

the next general elections if

they were to be held then.”
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Bank accounts

freeze extended

in fraud inquiry
By Raymond Hughes, Law Courts Correspondent

The turbulent history of a mini-conglomerate

THE HIGH Court yesterday
continued orders freezing
about £245,000 held in bank
accounts in England which the
Bank of Crete claims was
transferred from it as part of a
massive fraud.

The court was told by Mr lan
Geering, counsel for Bank of
Crete, that about J200m
(El28m) bad been sipboned off

from it by, among others, Mr
George Koskotas. the bank's
former chairman, and bis
brother Stavros, a former
director of the bank.
The bank filed suit in the

UK, alleging that the brothers
diverted, misappropriated and
misapplied bank funds.

In January the bank won an
order preventing the brothers
from disposing of up to £34m of
their own assets or assets bene-
ficially held by two companies,
Meditfin Internationa} and
Greek Investment Company.
Subsequent orders were

made freezing the English
bank accounts of a number of

other people, most of them
Greeks, who have also been
sued by Bank of Crete.
Asking for tbe freeze to be

continued, Mr Geering told Mr
Justice Vinelott that an inves-

tigation into the fraud by a
commissioner appointed by the

Governor of the Bank of

Greece had run Into difficulties

because of steps taken by
George Koskotas to “corrupt"

Bank of Crete's records.

It was alleged that docu-
ments were shredded and com-
puter records of certain deposit
accounts rewritten, putting

them in George Koskotas's

name. At tbe time, deposit
accounts were immune from
scrutiny under Greek law.

It was found that substantial

sums had been transferred to
the US, where they were tbe
subject of legal proceedings.
Smaller sums were traced to

accounts in banks in England,
against which Bank of Crete
was to seek disclosure orders

to obtain information about
the whereabouts of other
money, Mr Geering said.

Last October fraud charges !

were filed in Greece against
George Koskotas, who is asso-

ciated with Pasok, the Greek
Socialist party.
George Koskotas, charged

with embezzling more than
mom, was arrested in the US
and is awaiting extradition
proceedings.

Bestwood is facing a DTI inquiry. Andrew Hill looks at personalities and troubles beMnd^thejnoye^^^

M R Tony Cole was had nothing to Tear from the —— ‘ soli The group it emdd *1 ^{SSrovai and at a
relaxing at a health DTI investigation. JAWJARY-FEBRUARY 1985 - Tony Cole boys 295 per cent of no longer do deals for paper. « shareholder meeting
club last week. He bought into Bestwood, Bestwood, becomes chairman and begins to expand 9m com- Even as the April 1985 Marrh Mr Cole failed to

patching tbe Test Match on which had little more to its pany tion of Business fflaganmslut m man
. ^

Bestmood bogtn. to sen two^. be AetoP Britg
C1£rJed”lastlSk thSfto

aS^S^LoSi STSSn^on afterwards. MARCH 1988 - Bestwood Is tipped by Business to be top ^^wa^nflomi^ tot it SSSng
ie helped build up. Jt was, as he put it at the time, British company in the year 2000; announces £378,000 less lor had plimged into ^ ® Steean Last weekhe
On Thursday, the group “a very interesting investment 1987 revealed that U lost £3,8.000 ™^ Jim^

‘P?°52?-S
tSS <?®£^ai1 “ Sit

A?
t?ShppW^W Mr Polo JULY 1988 - Cole resigns as chairman and Is replaced by

lastvear Mr Cole long, a director whose 25 per
md lost its fifth director - As a wheeler-dealer, Mr Cole amhonv Hofanes .

Ju
i
y 01 yw

’ fr Jafe* «n the comoaay had,
nthin 12 months. A day later, had never been popular with

An*nonY Mofmo8
resigned as cha irman, hand ing cent stake 5 a

a^ iT^t ^
he Department of Trade and the City, but he set about put- NOVEMBER 1988 - Cole announces he will requisition EGM to over to Mr Anthony Hohnes. against Mr

ndustry said its inspectors ting Bestwood to work. The oust Holmes and install himself as a director He said tbemmUte °S^nwhite almost unno-
rould look at the affairs of the bull market b^an its charge, DECEMBER 1988 — Bank of England Intervenes, advising fit from a different style of M ^
ompany and investigate deal- andB^twocHl started making S^^JiTdoub^lo's aSffty

MSRSfSta* with
-tooriaed ,ns«unon^^ Obe,— jjfa-H-— fiStfS'Sifi!

igate Atlanta Fund Managers, larger companies tended to MARCH 24 1989 - Bestwood announces £25m pro» lor 1988 curumstances."
at less

arent company of Bestwood’s involve buying a substantial march 31 1989 — Cole faHa to oust Holmes at EGM For anyone else, that would soil langiusn at tuan a

todalsoreires sifSdiaries. stake - often through Atlanta ” „ . „ have been that. Bat Mr Cole quarter of their pn>crash price

Scat of which were sold after Fund Managers-and then APML 1989 - Cole writes to Jim Furlong with Wd approach
stm held 10 per cent of the and Mr Cole beUevre stare-

he October 1987 stock market trying to wrest control from JUNE 24 1989 - Hohnes resigns as chairman and Is replaced shares and last November be holders navei tadia\raw deaL

rash. existing management, via a bid by Jim Furiono bounced back, pressing to Three weeks after share-

fart of the investigation will or special shareholder meeting 1U_ „Ta . nii,i»nmi ,mrinr return to the board as chief holder meeting be wrote to Mr

e Hm-teri mdersection 432 Someof the approacbeswere 85
JS*

9
T.jff

1 Suf^A^tn^md executive and forcing a special Furlong with a tenfattw bid

f the Companies Act, the unusual They Included an «*cUons 432 442 Acl, and at Atlanta Fund
shareholder meeting - a move approach valwng thecompany

atch all clause allowing audacious but unsuccessful Mana°ers under sectton 432 reminiscent of his tectics two at more than tiwceitecnmmt

nspectors to look, among • offer for the Country Gentle- years earlier at Buckley s price. He has nat roledout the

ther things, at the possibility men’s Association - which investment group Barlow serious financial difficulties. Brewery possibility of a mmaiom aM
f fraud or the withholding of provided financial services Clowes. Glen bought and sold a 15 per Mr Cole was keen for a fight, says he wdl pursue Mr Holmes
iformation from shareholders, operation for 27,000 members in particular, Mr Cole built cent stake. but a City chastened by the through the courts with two

Section 432 investigations drawn from the country gentry mj the finanriai services and By this time, Bestwood, a crash seemed to have had lib^ write.
. . i

urrently under way include - and a vain attempt by Mr property services operations, classic mini-conglomerate. had enough of the wheeler-dealer.
^

Tne only question is whether

hose Into Barlow Clowes, Cole to win a place on the which helped Bestwood to moved into operations ranging In a letter sent to Bestwood Mr Cole s long-running affair

ames Ferguson Holdings, board of Buckley’s, the small more than double its 1986 prof- from drilling contracting via in December, the Bank of with.Bestwood can outlast the

Hue Arrow and Sound Diffu- Welsh brewery. its to £2.43m before tax. property development to England said it had “serious DTI investigation. The depart-

ion. Bestwood’s 28 per cent stake Large investors took an motorbike financing. doubts regarding the smtabil- ment is not noted for its speed:

The recent history of Bes- in Buckley's was later sold to a interest, amnwp tham Mr Terry But Bestwood’s securities tty of Mr Cole for a position as one section 432 inquiry is sou
wood is very much tbe history company owned by Mr Guy Ramsden, head of Glen Inter- trading operations were badly a director, controller or man- going, seven years .after the

f Mr Cole, a former stockbro- Cramer and Mr Peter Clowes, national, a private investment hit by the October 1987 stock ager of an authorised institu- inspectors started sifting en-
er. Mr Cole said last week he who headed the coUnused rnmnsmv that later ran into market crash, and eventually tion.” deuce

M R Tony Cole was
relaxing at a health

club last week,
! watching tbe Test Match on
television. Os composure was

i

in sharp contrast to tbe ago*

;

nies being endured by Bes-
1 twood, the mini-conglomerate
he helped build up.

On Thursday, the group
appointed its third chairman -

and lost its fifth director -
within 12 months. A day later,

the Department of Trade and
Industry said its inspectors
would look at the affairs of tbe

company and investigate deal-

ings in Bestwood shares.

The DTI also wants to inves-

tigate Atlanta Fund Managers,
parent company of Bestwood’s
financial services subsidiaries,

most of Which were sold after

the October 1987 stock market
crash.

Part of the investigation will

be conducted under section 432
of the Companies Act, the
catch-all clause allowing
inspectors to look, among
other things, at the possibility

of fraud or the withholding of
information from shareholders.
Section 432 investigations

currently under way include
those into Barlow Clowes,
James Ferguson Holdings,
Blue Arrow and Sound Diffu-

sion.

The recent history of Bes-
twood is very much tbe history
of Mr Cole, a former stockbro-
ker. Mr Ode said last week he

had nothing to fear from the
DTI investigation.

He bought into Bestwood,
which had tittle more to its

name than & printing subsid-

iary and a stake in a drilling

company, in early 1985, becom-
ing chairman soon afterwards.

It was, as he put it at the Hwn>
r

"a very interesting investment
situation."

As a wheeler-dealer, Mr Cole
had never been popular with
the City, but he set about put-
ting Bestwood to work. The
bull market began its charge,
and Bestwood started making
acquisitions for shares.
Bestwood’s strategy with

larger companies tended to
involve buying a substantial
stake - often through Atlanta
Fund Managers — and then
trying to wrest control from
tTYiftrtrtg management, via a hid

or special shareholder meeting.
Some of the approaches were

unusual. They included an
audacious but unsuccessful
offer for the Country Gentle-
men’s Association - which
provided financial services
operation for 27,000 members
drawn from the country gentry
- and a vain attempt by Mr
Cole to win a place on the
board of Buckley’s, the smafi

Welsh brewery.
Bestwood’s 28 per cent stake

in Buckley's was later sold to a
company owned by Mr Guy
Cramer and Mr Peter Clowes,

Bestwood, becomes chairman and begins to expand the com-
pany

OCTOBER 1937 - stock market crash: Bestwood begins to sell

financial sendees subsidiaries

MARCH 1988 - Bestwood Is tipped by Business to be top

British company In the year 2000; announces £378,000 less lor

1987

JULY 1983 - Cole resigns as chairman and Is replaced by
Anthony Hohnes

NOVEMBER 1988 - Cole announces he will requtsffion EGM to

oust Holmes and Install himself as a director

DECEMBER 1988 - Bank of England intervenes, advising

Bestwood that It doubts Cole’s suitability as a director of an
authorised Institution; Cole Issues nbel writ against Holmes

MARCH 24 1989 - Bestwood announces £2-$m profit tor 1988

MARCH 31 1989 — Cole faHa to oust Holmes at EGM
APRIL 1989 - Cote writes to Jim Furlong with bid approach

JUNE 24 1989 - Holmes resigns as chairman and Is replaced

by Jim Furlong

JUNE 25 1989 - DTI appoints Inspectors at Bestwood wider
sections 432 and 442 of toe Companies Act, and at Atlanta Fund
Managers under section 432

investment group Barlow
Clowes

In particular, Mr Cole built

up the financial services and
property services operations,
which helped Bestwood to
more than doable its 1986 prof-

its to £2.43m before tax.

Large investors took an
interest, among tham Mr Terry
Ramsden, head of Glen Inter-

national. a private investment
who headed the collapsed, mmpany that )at|*r ran into

serious financial difficulties.

Glen bought and sold a 15 per

cent stake.

By this time, Bestwood, a
fiflRfiic mini-conglomerate, had
moved into operations ranging
from drilling contracting via

property development to
motorbike ftaaniring.

But Bestwood’s securities
trading operations were badly
hit by the October 1987 stock
market crash, and eventually

sold. The group found it could

no longer do deals for paper.

Even as the April 1988 edi-

tion of Business magazine hit

the news stands, tipping Bes-

twood to be the top British

company in the year 2000, the

group was announcing that it

had plunged into the red. It

revealed that it lost £378,000

before tax in 1987.

In July of last year, Mr Cole

resigned as chairman, handing
over to Mr Anthony Holmes.

He said the group would bene-

fit from a different style of

management. Last week, he

said his departure had. also

been due to “personal financial
circumstances."
For anyone else, that would

have been that. But Mr Cole
still held 10 per cent of the
shares and last November be
bounced back, pressing to
return to the board as chief

executive and forcing a special

shareholder meeting - a move
reminiscent of his tactics two
years earlier at Buckley's
Brewery.
Mr Cole was keen for a fight,

but a City chastened by the
crash seemed to have had
enough of the wheeler-dealer.

In a letter sent to Bestwood
in December, the Bank of
England said it had “serious

doubts regarding the suitabil-

ity of Mr Cole for a position as
a director, controller or man-
ager of an authorised institu-

tion."

Computing sector

given covert boost

% ^
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Don't let your systems take ,

away valuable time, call in CMG.

Have you considered how much valuable

time is being taken away from your key per-

sonnel by inadequate systems?

Because we recognise the problem, we

design systems that relieve pressure on

management, not systems that create it

Established a quarter of a century ago,

CMG - Computer Management Group - has
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ment. Business Systems and Bureau Services.

Governments, public utilities, financial

institutions and a large proportion of
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Europe’s top one hundred companies are

included in our client list.

These clients depend upon the

commitment of our staff.

As most ofour staff are shareholders

in CMG, this gives them a powerful

incentive to concentrate solely on our

clients’ requirements.

Experience and expertise, together with

this commitment, provide a unique

combination which helps you to achieve

success.

So, if your systems could be wasting

valuable management time, call in CMC.

By Alan Cane
CONCERN that Britain's
computing services companies
are not yet geared to compet-
ing successfully against foreign
companies for large contracts
has prompted a government
“initiative" that comes close to
contravening the spirit, if not
the letter, of Internationa]
directives on open competition.

The covert campaign to
boost file effectiveness of UK
companies is being orches-
trated by the Department of
Trade and Industry and the
Central Computer and Tele-
communications Agency, tbe
Government's chief source of
advice on computers and tele-

communications.
ft takes the form of quiet,

informal advice to UK compa-
nies that their chances of sec-

uring big government con-
tracts will be improved if they
collaborate with competitors.
One software house manage

tag director, who did not want
to be named, said: “Essentially
they are saying that they will

put extra votes your way for

an all-British consortium.”
Companies are encouraged to
discuss their bids with the DTI
and CCTA, which in turn give
advice and information to help
them to win contracts.
While the companies

involved accept that govern-
ment contracts would not be
awarded on anything other

Quality Sunday
newspaper to

set launch date

By Raymond Snoddy

ME SUNDAY Correspondent,
be planned quality newspt

will announce its bumnh
today. Late September is
favoured for the lannch of the
£iasm title.

The Chicago Tribune is
among institutional investors.
Others include the Prudential,
N. M. Rothschild, Hambros and
Clydesdale banks. Eagle Star
ami Globe Investments.

fifty presentations have now
been made to more than 100
advertising agencies.
"Most of tiie agencies said it

was a type of publication they
wanted to be in," said Mr Nick
Short, chief executive of the
Correspondent
Heads of agreement have

been signed for printing con-
tracts and production of
“dummy" copies of the Sunday
Correspondent will begin in
the middle of August
The paper is aiming for a

circulation averaging 360,000 in
its first year.

than merit there is a feeling

that the initiative conies close

to contravening the spirit of
the General Agreement on Tar-
iffs and Trade and European
Community directives.

However, there is a
long-standing grievance that
while open competition roles
apply in the EC, only Britain
sticks to the letter of the law.
The Government has deckled

to spend some E30Qm this year,
rising to £600m by 1994, in pro-
curing computing services
from outside its own data pro-
cessing departments.
Some of tiie larger UK com-

panies, including Systems
Designers and Scicon (now
merged into SD-Sdcon), have
met with the DTI to emphasise
that UK companies need to win
a substantial share of that
spending. One of the largest of
recent contracts, the Govern-
ment Data Network (GDN),
expected to be worth between
£200m and £30Gm over 10 years,
has been awarded to a consor-
tium of UK companies led by
Eacal and Scicon.
But there is a worry that

aggressive US computing ser-
vices companies such as EDS.
bigger than any European com-
petitor and which has been
particularly active, could pick
off the cream of health, social
services and Inland Revenue
contracts yet to be awarded.

cricketcall
international

CMG.We make sure systems really work.
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Poor poll rating

adds to Tories’

mid-term worries
By Philip Rawstoma

AN OPINION poll giving
Labour a 14 per cent lead -
more than riniihfe its margin of
victory in the European elec-

tions - yesterday added to the
Conservatives’ mid-term anxi-
eties.

The shift in opinion suggests
that Labour’s policy review
and the subsequent two
months of continuous cam-
paigning have gone a long way
towards restoring the party’s
electoral credibility.

The Harris poll in the
Observer suggests that 42 per
cent of voters expect it to .win
the next general election; 59
per cent expect the Conserva-
tives to lose.

According to the poll.
Labour's support has risen to
48 per cent, compared with the
Conservatives’ 34 per cent.
Labour apparently benefited
from a rapid fall in support far
the Green Party, which occu-
pied third place with 8 per
cent, little more than half its

share of the vote in the Euro-
pean election.

Conservative backbenchers
are looking for urgent govern-
ment action to restore the
party’s popularity.
Mrs Thatcher's performance

during the Madrid summit will
be watched with some concern
from Westminster. Party
morale would be further
shaken if she fails to come to
terms with other European
leaders.
Conservative MPs are

looking to an early resolution
of the argument between the
Prime Minister and Mr Nigel
Lawson, the Chancellor, over
economic policy; a Cabinet
reshuffle within the next
month or so; and the appoint-
ment of a new party chairman.
Mr Norman Tebbrt, a former

Tory chairman, reviewing the

list of possibles for the post,

yesterday suggested Mr Nor-
man Fowler, Employment Sec-

retary, as “a good runner."
Mr Paddy Ashdown, leader

of the Social and Liberal Demo-
crats, renewed his attempts at
the weekend to rally the party
after its disastrous Euroelec-
tion results.

The Harris poll yesterday
put the SLD in fourth place
with 6 per cent.

In a speech to Democrat
councillors in Swansea, Mr
Ashdown said Britain needed a
party to stand up for ordinary
citizens against the power of
the big battalions of Labour
and the Tories. "We axe that
party,” he said.

Mr Ashdown said: "We have
survived the great tests thrown
at us this last year. We have
emerged tougher and wiser.
We must not spend more time
looking back. Now we start
moving ahead.”
Mr Simon Hughes, Democrat

MP for Bermondsey, denied
reports yesterday that he may
defect to the Greens. "My
immediate plans are more
directed at making my party a
radical environmental and lib-

eral party which I believe this
country needs," he said.

Both Mr Hughes and Mr
Alan Betth, the Democrat trea-

sury spokesman, renewed their

calls yesterday for the restora-

tion of "Liberal" to the party’s

short title.

Mr Beith said: "The party
seems almost carelessly to
have thrown away the essen-
tial element of Its identity
within months of being created
instead of r-apttnUging nn liber-

alism and social democracy.
"A large majority of oar MPs

believe that the name ‘Liberal’

is of crucial importance to the
party."

Merger of

to produce

By John Edwards

UK PARTNERS of Ernst &
Whinney and Arthur Young
voted "overwhelmingly" in
Favour of merging the two
accountancy groups at sepa-
rate meetings at the weekend.
The go-ahead was given for a

new min, Ernst & Young, to
start operations from Septem-
ber 1. It will have a total staff

of 8,000 spread among 33 offices

in the UK.
Mr Eiwyn Ellidge, senior

partner of the new firm and
joint chairman of the interna-
tional Ernst & Young group,
said yesterday that he was
"absolutely thrilled" by the
fact that over 99 per cent of the
445 partners in the two firms
had voted in favour.

It was a "day to savour", he
added. The very positive back-
ing to the merger given by the
partners in UK, and the US
(which on Friday also voted 99
per cent in fovour) would
encourage members of the two
groups in other parts of the
world to support the merger.
The South African partners
also backed the merger at the
weekend.
Although some countries

may prefer not to go ahead, the
yes vote in the UK and US
means that Ernst & Young will

almost certainly become the
biggest accountancy group in

the world. It will have 70,000

employees; 6400 partners and
annual revenue of $4.3bn
(£2.74bn). Unless there is a seri-

ous fallout, which looks
unlikely after the strong sup-
porting votes in favour of the
merger in the US and UK, it

will outstrip the present big-

gest group - KPMG.
In the UK the two groups at

present both have separate,

offices in many areas, includ-

ing London. But Mr Ellidge
said any merging would
take place gradually.

Class of ’89 learns how to think for itself
David Thomas joins an executive visiting a school that prepares pupils for industry

T HE MOMENT Tom Edge
walked into the class-

room of Pennywell com-
prehensive school, set in one of
the most rundown estates in

Sunderland, he was struck by
the differences between
schools today and those he
remembers from his childhood.

Mr Edge, joint managing
director of L J. Dewhirst, one
of the biggest clothing suppli-

ers to Marks and Spencer,
regrets that he has not found

time to visit a school before.

Not only does Dewhirst, a large

local employer, have a direct

interest in Pennywell, but Mr
Edge is trying to improve
training In his sector as chair-

man of the Clothing Industry
Training Board.
That Mr Edge is spending

the morning with the teachers

and pupils of Pennywell is

largely due to Business in the
Community, which has organ-
ised a posse of senior execu-
tives to visit schools in
rundown urban areas through-
out the country. They are to

report their findings to the
Prince of Wales at a BiC con-
ference on business-education
Hnka in London this Wednes-
day.
But before that, the visitors

to Pennywell need to overcome
their culture shock. For a start,

the fourth-formers are not
studying anything recognisable

to most adults as a school sub-
ject They are working on a
project in "integrated humani-
ties," which draws together
threads from traditional disci-

plines such as history, geogra-
phy, art and English. On this

two-year course, the Pennywell
children study five topics: the
family, people and work, perse-

cution and prejudice, mass
media and pollution and con-
servation.
Mr Edge has dropped in on a

session on pollution, hut the
next surprise is how far
removed it is from a traditional

lesson. The 20 children are
engaged, either on their own or
in small groups, in one rtf the

served its purpose for Mr Edge.

Unlike some other employers,

he welcomes the new teaching

methods. "We want people to

think for themselves when
they join industry," be empha-

Tom Edge with an enthusiastic pupil at Pennywell School

activities listed on the black-
board: writing a letter, drawing
a map, designing a poster, com-
posing a speech.
The teacher, Mrs Margaret

Robson, does not address a
silent classroom from the front

of the form. Her role is that of
a facilitator or manager,
encouraging a girl, who is writ-

ing a letter to the local council
asking for a bottle bank, for a
few minutes before moving on
to a boy drawing a poster
about leaded petroL

Pennywell’s teachers defend
this method as more likely to

develop the skills, of under-
standing, investigating, eval-

uating and communicating
than did the old rote-learning
methods.
The school’s fourth form cer-

tainly seems absorbed in its

pollution project. The children

give hardly a second glance as
Mr Edge wanders from group
to group. This style of work
seems particularly suitable for

low-ability children, easily
bored by the old didactic, fact-

learning and essay-baaed
approaches.
.Yet, to an untrained adult,
much of the work looks unde-
manding. A girl is writing a
speech on the reasons for join-
ing Greenpeace which appears
to consist of a few sentences
laboriously copied from a
Greenpeace feet sheet Some of
the children working on the
posters are doing little more
than ffltmg- m Stencfls
Mrs Robson admits that the

new methods might hold back
the high fliers, which at Penny-
well means a pupil aspiring to

a grade B in the GCSE.
But that part of the visit has

Moreover, Mr Edge comes
away from Mrs Robson’s lesson

struck by a deeper point. He
wonders whether the training

given to young workers, on the

Youth Training Scheme and
the like, is out ofjoint with the

teaching they receive at

school. At school, teachers
encourage children to think for

themselves, but at work many
of the training schemes take
the old do-as-you-are-told
route.
Two other strands emerge

from Mr Edge's visit. First, we
hear from Mr David Wilkinson,
Pennywell’s brisk and efficient

head teacher, about how to

raise standards in inner-city
schools.

Mr Wilkinson has spent his

career in schools with difficult

catchment areas In London,
Leeds, Manchester and Wake-
field. At Pennywell. male
unemployment can reach 70
per cent in parts of the sur-

rounding neighbourhood, he
says.

Burglaries and other crimes
are among the highest in the
north-east. The evidence of
deprivation is all around. The
school overlooks a terrace of
boarded-up houses; the chil-

dren come to school in frayed
jackets and battered sneakers
and the school buildings are

chipped at the edges.
Yet Mr Wilkinson is optimis-

tic about measures introduced
to combat these 01s. Parents,

most of whom have no books
at home, are encouraged to
come into the school to read
with their children.

A one-to-one teacher-pupil
counselling system tries to nip
early signs of trouble in the
bud. At Pennywell's prize day,
a third of the 900 pupils are
given trophies to take home as
rewards for achievements such

Stringfeilow poised to sell Hippodrome club for £7m
By David Churchill, Leisure Industries Correspondent

MR Peter Stringfeilow, the
flamboyant 48-year-old London
nightclub owner, is poised to
sell his Hippodrome night club
near Leicester Square in the
West End of London to Euro-
pean Leisure, tbe feat-growing
leisure company, in a deal
worth more than £7m.
The acquisition Is expected

to be finalised tomorrow
unless a counter-bid emerges
from rival club operators
Mecca Leisure or First Leisure.
The Hippodrome, one of

Europe's best-known night-
clubs, was boosted recently by
a weekly ITV variety show
televised from its premises.

If European Leisure com-
pletes the deal it is likely to
use it as a springboard for fur-
ther night club expansion In
the UK and on the Continent.
Leisure industry analysts

believe that the highly frag1

mented night club industry Is

ripe for exploitation by well
run leisure companies. There
are more than 600 clubs in the
UK with an estimated total
turnover of over £500m a year.
The Henley Centre for Fore-

casting says that in spite of
demographic changes leading
to fewer young people in the
1990s, “there will still be &3m
17 to 24-year-olds in 1993 and

spending among group is

likely to be boosted as their

wage rates are pushed up due
to labour shortages.”
Mecca Leisure, which with

94 night chibs and 12m admis-
sions a year is the UK's lead-

ing night club operator, was
understood to be interested in
the Hippodrome.
But It is Mr Michael Ward,

European Leisure’s chief exec-
utive, who Is understood to
have put in the successful bid
for the Hippodrome. Mr Ward
emerged as a leisure entrepre-

neur in 1987 when he bought
Edenberry Shoes, a quoted
company in Ireland, as a

vehicle for expansion.
A series of acquisitions has

created a leisure group with 28
nigfrt clubs, 14 “themed” pubs,
and several restaurants.
For Mr Stringfeilow, the

Hippodrome sale represents a
substantial personal coup. He
restored the Hippodrome name
to the Talk of the Town night
chib which he bought six years
ago for less than film.
Mr Stringfeilow, who last

month opened a £4m StringfeL
lows night club in Miami,
plans to invest the money
from the sale of the Hippo-
drome in two new night
in Paris and Chicago.

PARLIAMENTARY DIARY

Commons: Opposition debates

on community care and the

^ coal industry. Road Traffic

(Driver Licensing and tnforma-
£.’*7'-# tion Systems) Bill, remaining

stages.

Lords: Electricity Bill, commit-
tee. Schizophrenia After Care
EED. Third Reading. Motions on
Restrictive Trade Practices

Orders. Motion on Design
Right (Semi-Conductor Topog-
raphies) Regulations, motion
for approval. Motions on
Northern Ireland Orders.

Select committees: Defence:
Subject. Brigade of Gurkhas;

<•"*%** Witness, Rt Hon George
Younger. Secretary of State for

L Defence (Room 16, U-lOaun.)
Public accounts: Subject,

*£ Sale of Royal Ordnance; wit-

gf - ness. Sir Michael Quinlan,

£ . Lg MoD (Room 16. 4.30p.m.)

3 Environment: Contaminated
S’ Land; witnesses, Bic Treatment

;
t is? Ltd; Dr Tom Stephenson,
j North East Biotechnological

Centre, Teesside Polytechnic
* , ZU. (Room 21. 5-lSpJn.)

Z- _
-r

L

j
Tomorrow

Z Commons: Football Spectators'

& If Bill. Second reading- Debate on
?.*b Parliamentary Pensions,

r Lords: Water Bill, Third Read-

ing. Control of Smoke Pollu-

tion Bill, Third reading. Pesti-

cides (Fees and Enforcement)

Bill Second Reading:
Select Committees: Home
Affairs; Subject, Police Com-
plaints Authority Report Wit-

nesses: Home Office Officials

and Sir Cecfl Clothier, chair-

man. Police Complaints
Authority (Room IS, 4.0p.m.)

Education, Science and Arts:

Subject, Charging Policy in

Museums and Galleries; Wit-

nesses, Victoria & Albert

Museum, and Science Museum
(Room 21, 4.15p.m.)

Committees on Private BUI*

; . King's Cross Railway (Grand

Committee Room, Westminster
Hail n.pa.m.); City of London
(Various powers) (Room 6,

lOJOajn.)

Wednesday
Commons: Until TpJXL Scottish

National Party motion on
“Scotland in Europe". Motion
on the Army, Air Force and
Naval Discipline Acts (Contin-

uation) Order. Opposed private

business.

Lords: Dock Work BID, report.

Control of Pollution (Amend-
ment) Bill, report. Fair
Employment (Northern
Ireland) Bill, Second reading.

Select committees: Defence:-

Subject, Procurement of EH101
helicopters and the light attack

helicopter. Witnesses: MoD
officials. (Room 16. 10-50aJn.)

Energy: Subject, Energy Pol-

icy Implications of the Green-

house effect Witness: Rt Hon
Cecil Parkinson, Energy Secre-

tary (Room 8, lLQajn.)
Treasury and Civil Service:

Subject Developments in the
Next Steps* programme; wit-

nesses, Social Security Depart-

ment Officials and Rt Hon
Richard Luce, Minister for the
Civil Service, and officials.

(Room 19, lLOam.)
Employment: Subject,

Part-time employment; wit-

ness, Dr Elizabeth Garnsey
(Room 20, 4.15p.m.)

Public Accounts: Subject,

Central Funds, exchange
equalisation account; wit-

nesses, Sir Peter Middleton and
Mr Nigel Wicks, HM Treasury
(Room 16, 4.15p.m.)

Social Services: Subject,
Social Security Spending; wit-

ness, Rt Hon John Moore,
Social Security Secretary,
(Room 21, 4.15pm.)
Treasury and Civil Service:

Subject, International Mone-
tary Arrangements: Interna-

tional Debt Strategy; wit-

nesses, Treasury officials.

(Room 18, 4^0pjn.)

Procedure: Subject, Scrutiny

of European Legislation. Wit-

ness: Christopher Prout, MEP
(Room 6, 5.0p m.)

Home Affairs: Subject, Drug
trafficking and related crime.

Witness: Executive Coordina-
tor. Regional Crime Squads.
(Room 15, 5J5pjn.)
Committees on Private Bills:

Wentworth Estate (Room 5,

11.00a.m.): King’s Cross Rail-

ways (Grand Committee Koran,
Westminster Hall. lO^Oam.)

Thursday
Commons: Representation of

tbe People Bill, Second read-

ing. opposed private business.

Lords: Social Security Bill,

Committee. Hearing Aid Coun-

cil (Amendment) Bill, Third
reading.
Committee on Private Bills:

King's Cross Railways (Grand
Committee Room. Westminster

Hall, 1050a.ru.)

Friday
Commons: Debate on Policing

in London.

Business and management conferences

June-26-27
Financial Times Conferences:
World Gold Conference (01-925

2323)
Lugano

June 26
ICC: Europe 1992 - The prop-
erty investment market (01-222

7000)
Cavendish Conference Cen-

tre, London
June 28-27

-Financial Times Conferences:
The publishing industry in the
90’S (01-925 2323)
Hotel Xnter-Continental,

London
June 27
CBI/Devlin & Partners: Total
quality: Fact of fiction? (01-379

7400)
Centre Point, London

June 27
Oracle Business Information:
The practical implications of

running PEPS (01-727 3503)

Portman Hotel, London
June 29
Tolley Conferences: Tax plan-

ning for marriage and mar-
riage breakdown (01-680 5682)

London Press Centre
June 29
Confederation of British Indus-

try annual conference (01-379

7400)
Centre Point, London

July 3-4

Financial Times Conferences:
The outlook for European pet-

rochemicals (01-925 2323)

Hotel Inter-Continental,
f.nmhffi

July 10-11

Financial Times Conferences:
Telecommunications and the
European business market
(01-925 2323)
Hotel Inter-Continental,

London
July 11
Hawksmere: Insolvency and
the courts - insolvency
inspired litigation (01-824 8257)
Cavendish Conference Cen-

tre, London
July 11
Fibex: Doing business in
France - a comprehensive
guide to corporate strategy
(01-837 1133)

Le Meridian Hotel, London
July 11-12
Spectra: Developments in
streamlining the merchandise
flow (0734 320177)

Regent Crest Hotel, London

Trade Fairs and Exhibitions: UK
Jnne StfcJnly 2
Select Investment Show (06333

76626)
Southampton

July 3-6

Royal Show (0203 696969)

Kenilworth
July 44
Fluid Power and Transmission

Exhibition - FLU1DTRANS
(0923 226210)

.
Olympia

July 11-13
International Advanced Mate-

rial & Process Engineering

Exhibition and Conference

Overseas Exhibitions

Current
International Fancy Food ana

Confection Show (01-940 3777)

(until June 28)
Atlanta

Current , „ „ .

Computer Assisted Radiology

International Symposium and

Specialist Exhibition (01-920

.7251) (until June 28)v Berlin

June 27-29
„ _

International Express & Cou-

rier Services Exhibition and

Conference (0420 87303)
Brussels

(04868 21231)

NEC, Birmingham
July 16-20

Gift Fair (0282 867153)

Harrogate
July 17-19

Mobile Satellite Communica-
tions Exhibition (01-868 4466)
Queen Elizabeth n Confer-

ence Centre, London
July 20-23

Antiques and Fine Arts Fair
(061-832 6779)

G-Mex Centre, Manchester
July 25-30

British Music Fair (01-730 78S2)

Olympia

July 6-8

International Professional
Broadcasting Recording public

Address Exhibition - PRO
AUDIOASIA (0494 729406)

Hong Kong
July 18-19

Cologne Fashion Fairs - inter-

national Trend Show (01-930

7251)
Cologne

July 27-30

International Furniture Fair &
Woodworking Machinery &
Furniture Supplies Exhibition

(0494 729406)
Bangkok!

APPOINTMENTS

Joining
Shell

board
B Dr Chris Fay has been
appointed to tne board of
SHELL UJL as a managing
director, and as managing
director of Shell UJK.
Exploration and Production
from July 1. He succeeds Mr
Peter Everett who Is to retire.

Dr Fay, who joined Shell in

1970, has held senior posts in
Holland. Nigeria, Malaysia,
Denmark, and Norway. Prior
to his new post, be was general
manager and chief executive
of the Shell companies In
Turkey, with overall
responsibility for their

integrated oU, coal and
chemical, activities.

Mr Norman Dunlop has
been appointed chairman of
FOSTER WHEELER
AUTOMATED WELDING
(FWAWX He is a director of
Foster Wheeler Energy, and

_ director of Foster
ir (London). Mr Geoff

Warriner, divisional director,

financial division, Foster
Wheeler Energy, becomes
financial director of FWAW.

Mr Bill McLean has been
appointed chairman and
managing director of the
Hopkinsons valvemaking plant
at Huddersfield, following its

purchase by the WEIR GROUP.
He isa director of Weir Pumps,
and of Devonport Management,
and chairman of two group
subsidiaries.

APPLE COMPUTER UK has
promoted Mr Adrian Weekes,
finance manager, to director

of finance, replacing Hr Harold
Beime who is now director
of sales.

Mr Ranter D. Brousse,

formerly a director of Stewart
Wrightson (Overseas) Holdings
has joined the STURGE
GROUP as director for

European development, with
emphasis on non-marine
business.

Sir Grevilte Spratt has been
appointed a director of
NATIONAL WESTMINSTER
BANK’S City and West End
advisory board. He is a director

of the Williams Lea Group.

Sir Peter Graham has been,

appointed chairman of
EQUATORIAL BANK from
July 1, following the
retirement of Mr R.C. Shah
who remains on the board. Sir

Peter is chairman of Crown
Agents, and was chairman of
Standard Chartered Bank. Mr
M.G. Krishwan (nhlef

executive), and Mr NJB. Desai
have been appointed managing
directors.

Mr Ken Hanna, group
finance director, has been
appointed to tbe board ofAVIS
EUROPE.

Mr Roger Lavelle will

succeed Mr Richard Ross as

a vice president of the
EUROPEAN INVESTMENT
BANK when Mr Ross retires

on July 31. He was head of the
European, secretariat. Cabinet
Office.

Mr Martin Sorrell, WPP
(Strap chief executive, has
been appointed a non-executive
director of the
SCANDINAVIAN BANK
GROUP.

WHYTE&HACKAY
DISTILLERS has appointed
as divisional directors from
July 1: Mr Allen Lowndes, UK
national offtrade accounts; Mr
Brian Megson, operational

plannin g; Mr Vic Skelton,
marketing services; and Mr
Alastair McIntosh, managing
director of William Muir (Bond
9).

Mr Mike Metcalf, deputy
finance director of Thorn EML
has been appointed a
non-executive director of

THAMES TELEVISION. He
replaces Mr Peter Hayman
who has retired.

Mr Peter Burnett becomes
a director of ALLIED LONDON
PROPERTIES from July 1,

responsible for the
housebuilding divisions.

When Sir John Morgan
retires as ambassador to

Mexico at the end of the month
he will join MAXWELL
COMMUNICATIONS
CORPORATION as managing
director of international

Mr Simon Duffy (above) has
been appointed operations
director of UNITED DISTILL-
ERS, spirits company of Guin-
ness. He Is director or group
strategy and financing for
Guinness, and succeeds Mr
Phil Rhodes who is leaving the
whisky industry* Mr Ronnie
Martin is to become diairwan
of Scotch whisky production
from January next year and
will be succeeded as produci-
ton director by Dr Alan Ruth-
erford. Mr John Gentles has
been appointed director pack-
aging operations.

relations. He was formerly
ambassador to the Republic
ofKorea and to Poland. He
will be responsible for the
group’s relations and business
with the governments and
appropriate agencies of the
USSR, Eastern and Central
Europe (including Scandinavia
and Austria), China and
Mongolia.

Mr Derek Maule has been
tinted managing director
BERRY MAGICOAL. part

of Hanson. He has been
managing directorof
subsidiaries of Bray
Technologies, and Muirhead.

j&m
.JZSlSLSB

David Wilkinson: raising
standards In schools

as effort and attendance.
Finally, Mr Edge is told

about Pennywell's links with

the world of work. He is partic-

ularly impressed by the new
system of records of achieve-
ment, by which all pupils, even
the least academic, will be able

to show prospective employers
a record of everything they
have achieved at school.

Dewhirst 's managing direc-

tor debrieb a group of confi-

dent 16-year-olds about their
recent work experience. Most
appreciated the chance to
broaden their narrow range of

experience - “I had never
answered the phone to some-
one before.” one said -

although there were grumbles
about being saddled with all

the dullest work and not meet-
ing many people.

One girl, fresh from a week
at Dewhirst, told Mr Edge: “It

would have been a good idea to

have met the managing direc-

tor."

THE PIGGY BACK

Piggybacking means

tapping communication

lines (eg twisted pairs)

used by legitimate

network users to

discover their

passwords. These are

then used to break into

computers.

Tricorn Custodian

protects you against

piggybacking because

whenever anyone dials

in and supplies a

password, Custodian

immediately

disconnects the line and

dials back the legitimate

user. Phone Tricorn on

024 026 3951 for details'

about how to protect

your data networks.
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Mr Paul Vogt (above), of Vogt
& Maguire, has succeeded Mr
David Frame, of Osborne
Grain, as chairman of THE
BALTIC EXCHANGE for the
next two years.

Our comprehensive register of high eafibra,

experienced and highly motivated executives with

banking and financial services experience provides

the rightperson for short or long-term assignments,

one-off protects, or unexpected crises. Contact
Derek WaBngton on 01 -867 6737.

A ME11BER OF ARTHUR YOUNG •ftEfMMIONM.

ArthurYaung. 7 fW8Suoamgs, Feinr Lone. London EC3A IW.

911CMM SJi.Mf SUe Cay Uetfc Ft# State G*y U*
9M S4 AUTO 88F Bate One Uto Swraot

B0MfGmh fedA* Pi tftrSpert SeattStfml

8 89F Sine Grey IWaftc bnm^tRmooi T/Toi flL
S UFfiuvds fedOk* CUfa fenof Aft*Wcth
taSE flam BteUGmCMh Ssnool 215/60 Tpa Ft*s

BSSSStefiSSS*-

T/TwIAhtb

2300m P.0JL

2500m CSMM
5000*07950

10000m £29950
5000a £32950
5000m £27950
8000m 05950
5700a £25500
7000b Li9950

SUNDAY TEL: 0836 676474

18 Berkeley Street, Mayfair,

01-6296266
FOLLETT
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MANAGEMENT

S
ven stork certainly speaks
Ills mind. “Electrolux has
two options,” he says.
"Either it places trust in its

product line managers, or it intro-
duces a corporate control system
like ITTs under Harold Geneen,
with 1,000 staff. That would be poi-
son for this company - it wouldn't
work, and so we'd bare to sell two-
thirds of our product lines.”
Stork is one of several powerful

Electrolux “product itnc managers"
(division heads) who have been
fiercely resisting attempts by the
group's corporate staff to develop
more authority over them. He is

speaking shortly after a major
two-day meeting of the group's top
18 managers at which this vexed
question has been given a heated
airing. Such is the sensitivity of the

issue that some people’s nerves
have become sufficiently frayed in
this normally cerebral and collegial

company for one manager, in a dif-

ferent product line, to describe the
central staff as “pygmies."
At stake in this tug-of-war is

something much more significant
than personal power-play. At one
level, it reveals the usual growth
pains of a company which only divi-

sionalised itself fully six years ago,
and the product Mne managers of

which are naturally determined to

protect their independence in the
multi-dimensional structure which
has been developed over the last

few years. Lennart Ribohn, Electro-

lux's deputy managing director and
chief financial officer, calls this
“coordinated decentralisation."

At another level, the debate
reflects resistance to the increase in

formality which is Inevitable within
a company where threefold growth
since 1961 has made it impossible
for its managing director, Anders
Scharp, to rely as completely as he
did in the past on informal personal
contact with the divisional manag-
ers and those below them. All the
same, Scharp is doing his utmost to
preserve this fundamental charac-
teristic of Electrolux's culture,
which has made it unusually fast

on its feet over the past 20 years.

At a deeper level still, the issue
gets to the heart of Electrolux’s
future ability to prosper in its pres-

ent diverse form. For the resistance
against greater staff “muscle"
reflects a widespread view among
product line managers that Electro-

lux’s corporate staff are not only
tending to develop too much formal
procedure, but also that some of
them are failing to distinguish suffi-

ciently between the different char-
acteristics and needs of the group’s
very varied product lines. These
range from refrigerators to alumin-
ium smelting, and car Beat belts to
rfpaning services.

This spectrum may become even
broader by the mid-1990s, according
to Anders Scharp.
Scharp's undisputed personal

ability to play different roles
towards these contrasting busi-

Corporate parenting

A struggle against creeping formality
Tensions are emerging within Electrolux as some head office staff press for more central authority over powerful

divisional directors. Christopher Lorenz examines the reasons for this trend and suggests a possible outcome

THE BIRTH OF A
TRANSNATIONAL'

Striving for balance

— giving some a freer hand
than others, and focusing on differ-

ent sorts of Issues in his dealings

with them - prompts him to rebut

criticism that Electrolux’s portfolio

is too diverse, and its “parenting"

requirements too varied, for its cor-

porate centre to be able to add max-
imum value to all the businesses.

In the new jargon of “corporate

parenting” theory (see the introduc-

tion to this series), Scharp himself

acts as a hands-on strategic “orches-

trater” towards some businesses
(especially white goods, by far the

largest product line), as a looser

“coach” towards others (chain saws,

and garden products, for instance),

and as a hands-off "controller"

towards a few peripheral businesses
(such as farm machinery).
But Electrolux’s corporate centre

consists of more than just Scharp
himsftif, and not all his staff are as
flexible. Sven Stork, who heads two
product lines - materials handling
equipment and refrigerators for car-

avans and hotel rooms - says “the
newer members of staff are not dif-

ferentiating sufficiently between
the various parts of the group.”
To some extent, such tensions

between line managers and corpo-

rate staff are endemic in any large
organisation. But they are made
especially acute within Electrolux
by its long history of having oper-
ated with file minimum of formal
procedures, other than a very pre-

cise financial reporting system.
“Most operating managers don’t

have much respect for staff," says
Roger Baxter, managing director of
Electrolux UK. “There’s a tendency
for staff involvement to become

increasingly data-orientated, to the

extent that there's a danger of it

becoming a brake on the business.

That would be the kiss erf death.”
'

In the system which Electrolux

has operated for most of the past 25
years, “there just isn't a flow of

management memoranda,” says a
top executive who previously
worked under a very different

regime at Ericsson, the Swedish
telecommunications group. Electro-

lux's executive management com-
mittee does not even bold formal
meetings - it gets together as part
of other occasions.

Financial reporting aside, “every-

thing is done by constant personal
contact, either face-to-face or on the
telephone,” says the top executive^

Anders Scharp often has phone con-
versations with his top managers
around the world several times a
week, sometimes daily. He also
travels extremely frequently, usu-
ally in the company of Lennart
Ribohn and several product line

managers, to a hectic round of oper-
ational reviews with most of his 500
operating units .

In addition to the many strategic

moves which are settled In these
meetings, which are held in twoday
batches of 20 or more in each coun-
try, important decisions are often
mails on the run, in office canteens,
hotel rooms, airport lounges or on
the factory floor - every national
batch of meetings is accompanied
by at least one plant -visit

Jim Ringler, country manager for

Electrolux’s white goods interests

in the United States, speaks for all

the group’s senior managers out in

the field when he stresses the value
of these face-to-face meetings.
“Anders has a way of getting three
times as much out of a meeting as a
normal person would," he says.
“You feel almost winded when
you’ve finished a presentation - he's
so damned aggressive!”

All the same, Scharp now runs
the risk of being stretched too thin.

As Sven Stork says, “the more prod-
uct Hna« there are, the less time
Anders has for each.” That’s why
he's been building up the staff func-
tions: to track what he and his col-

leagues are doing - to document
their decisions." In a neat phrase
which encapsulates the widespread,
though not universal, view of Elec-
trolux’s product line managers -
Stork says that the staff are there to
“write history,” not to make it

Stork's criticism, and that of
other product line heads, is directed

mainly at the ambitions of some of

the newer arrivals, but also at Len-
nart Ribohn's wish to strengthen
central control over many product
line activities. Ribohn emphasises
constantly the difficulty of recruit-

ing and motivating bright new staff

if they have no authority over bud-
gets, investments and so forth.

Some of the product line manag-
ers' fire is directed at a few specific

individuals. One of them, inevitably

in view erf the centrality of his func-

tion, Is Johan Bygge, the 38-yearold
corporate controller, who has
helped launch several new planning
and budgeting procedures since he
arrived just over two years ago.

One of the main changes has
been the introduction into each
company's monthly reporting of
much fuller data on accounts
receivable. Another has been the
launch, as part of the annual bud-
geting cycle, of the closest Electro-

.

lux has ever come to formal strate-

gic plans: what it calls “profiles” for

each product line.

Bygge describes these as “three-

year scenarios”, and says they are
intended to help product line man-
agers “occupy themselves a bit

more with the longer term” -
something which is doubly neces-
sary now that the growth emphasis

of several major product lines is

being shifted away from acquisi-
tions to internally-generated
growth. Bygge feels the system is

already having an effect “There’s
definitely a longer-term perspective
trickling in,” he says.

As Bygge says, “there was a lot of
debate with the product hw> manag-
ers about this.” He recalls one of
them, Per-Olof Sjoeberg, saying:
“We don’t do that sort of thing in
this company.” Sjoeberg now says
that his resistance was directed
more against the extent of financial

projections which Bygge was
demanding than at the need for a
strategic vision of the future -
something he very much supports.
Sven Stork is less diplomatic.

Tfs fine to give the central staff

more information about what’s
going on, and planned,” he says.
"But if they intend to use it as a
means of controlling the product
lines, they’ll be biting on granite.”

Those on both sides who hoped
tiie issue would be clarified once
and for all at the top management
meeting, which was held in late
January, were disappointed. On the
one hand Scharp said that he
wanted staff activities “to command
greater respect.” He explains that *T

have to be very careflil now not to

take decisions without the staff

being informed, and allowed to give
their viewpoint To be able to take
decisions you need to have other
views presented to you than just

those of the product line manager.”

On the other hand Scharp made it

quite clear that “I don’t want any-
one coming between myself and my
product line managers.” He vetoed
a proposal that, when units failed to
follow certain guidelines - on
investment, pricing, purchasing fl&d

so on - central staff should have
file right to order them to do so.

Scharp admits that his ami Len-
nart Ribohn's views differ some-
what. “He would like to run things
more toughly from the corporate
point of view. But there's nothing
wrong with that - it’s good to have
different points of view.”
This whale debate involves not

only the staff based in Stockholm,
but functions which are being cre-

ated in various major countries
around the world, especially the US
and Italy, as staff.who used to be
part of the acquired companies are
converted to become extended arms
of Stockholm.
Sven Stock, for one, has experi-

enced the impact of the new OS

staff unit since its creation late last

year. When Anders Scharp snowed

great concern at high

els in several countries, the 05 staff

reacted by putting directPrpsur'-

on executives beneath Stork and

other product line managers. Stork

was not amused. .

Given that some increase m staff

Influence is probably necessary

because of the group's recent rapid

growth in size and complexity, one

possible solution which has been

discussed is for more staff functions

to be dispersed throughout the

group, to what might be called

“multiple corporate centres” (some

companies dub them “sectors”).

Several of these already exist In

Electrolux, in the form of “business

areas” which group pairs of product

lines. But any real transfer to than
of part of the centre’s financial con-

trol burden would bare to involve

some aggregation for Stockholm
“corporate” of the very detailed

data currently submitted by Elec-
trolux’s 500 constituent companies.
This would infringe the group's
transparency to the chief executive

and his staff - one of the key prin-

ciples of the Electrolux style of
“corporate parenting.”
As head of the financial staffs,

Lennart Ribohn makes it clear that,

though he is prepared, on certain

issues, to accept less direct commu-
nication with the constituent com-
panies in future. "I would still like

to have direct contact with them.”
So long as the 55-year-old Anders

Scharp remains rhfaf executive -

even if, as may happen next year,

he also assumes the rote of chair-

man - he will want to preserve the
traditional Electrolux principle of
"centralised strategy/decentralised
operations," with strategic supervi-

sion in his Own hands and finanrfal

control in Lennart Ribohn's.
The alternative, as Ribohn him-

self says, would be to move to more
of a holding company structure. But
this would risk destroying the glue
which holds Electrolux together.
Without an individual of Scharp’s
mould at the helm, operating with
his mixture of styles. It would also

become harder for Electrolux to jus-

tify continuing to own such a
diverse range of businesses.

in the meantime managers
throughout the group may have to

learn to live with even more ambi-
guity In their organisational rela-

tionships than they are used to.

This goes as modi for staff as fix:

line executives. Mats Aguren. a 33
year-old former management con-
sultant who in February took over
as group administration director,

says “Electrolux’s top managers
have an ability to absorb uncer-
tainty to an extent that I’ve never
seen in another company. We need
this, especially in staff positions.”

Previous articles in this series

appeared on Monday, Wednesday
and Friday last week. The next voOl

be published on Wednesday.
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to Investment & Financial Planning
A Guide to Financial Times Statistics

NewEtfition

Are you getting 100% out of your daily newspaper - or

only 75* 7

The Financial Times provides the best and most

comprehensive range of financial and economic data of any

British newspaper. And almost 25% of it is devoted to

statistics.

Designed to help you get themost out of the pink pages,

AGuide to financial Times Statistics will help both the lay

reader and professional investor alike.

This new editionwill help you to rind the figures you need,

to understand how they are arrived at, and how they should

be read. Writtenby FT journalists who are experts in their

fields, each chapter has been extensively updated and

reorganised to reflect the FTs new approach to its

statistical coverage.

Published June 1989 UK price £12.95

investor's Guide to the Stockmarket

byGordonCummings {5th edition)

Written for everyone who knows that they ought to look

after their savings more seriously, the new and extensively

revised fifth edition of Investor's Guide to the Stockmarket

cuts through all the jargon. It gives a down-toearth

explanation of how the market works and how to use it for

yourown benefit.

Whether you are new to the DIY investment scene or are

already managing yourown portfolio, Investor’s Guide to

the Stockmarket makes essential reading. Itwill provide

you with all the background information you must have to

make the best possible use ofyour capital.

Published November 1988 UK price £9.50

Investing for Beginners

by Daniel O'Shea (4th edition)

Howwell informed are you?

Doyouknowa rights issue from a scrip issue?

Can you distinguish a merger froman acquisition?

Doyouknow the differencebetween unit trustsand

investmenttrusts?

Aimed at taking the investor through the complexities of

the stockmarket from scratch, Investing for Beginners

demystifies the basic prinopfes of the markets in s practical

andauthoritativeway. It examines a rangeofinvestment-

related issuesand hasbeen revised to reflect radical

changes in investmentand taxation and theireffectupon

the investor. Invaluableto thosenew tothestockmarketas

well as experts-

PublishedAugust 1988 UK price £9.50

FT Guide to Alternative Investments

by Jackie WufisddSger

Lavishly illustrated but definitely nota coffee table book.it

is 250 pages of hard informationand higily practical advice

on how to play the alternative investment market

successfully. Not roly does it discuss the merits of fine art,

furniture and silver, it also introduces you to the world of

books, bears, Bugattis and Bordeaux.

This is a book of the intelligent investor. The investor who
knowsthere isa difference between valueand price.Judge
from the copious graphs and charts how Sotheby's Art

Index has performed against (he RPf, FTA All-Share Index

and National House prices. And benefit from a behind-the-

scenes knowledge of sates roan technique, dealers'

methods and how to spot a good investment.

PuMished April 1989 UK price £14.50

FT Guide to Unit Trusts

by Christine Stopp

Why should you become a unit trust investor? Will a unit

truti perform better than a bukfing society account? Why
unit trusts rather than shares? This guide answers these

and other questions and outimesall you need to know to

make an informed investment decision about unit trusts.

The book provides a detailed explanation of how unit trusts

work, hew to choose the most appropriate trustsforyour

circumstances, and how to assess their performance.

Published September 1988 UK price £8.95

Private Investor's Ledger

Do you manage yourown portfolio? Is filling in your tax

return a chore?

Paperwork is important and with the Private Investor's

Led^,youcanbecomesmoreen^ive investor. can

.

keepa total record ofall yourinvestmentsinone place,

makingentriesand calculations becomes easyand

convenient.

Purpose-designed sectirosenato

professional wayyour fixed interest stocks shares,

overseas investments, monthlyvaluations, Building

Societyand bank deposits, National Savingsand allother

mvestmentsand insurance policies.

The keyinformation from thisyear's Budget iscontained

in thereference section together with back-up materialon
areasthatwillbed interesttotheserious investor.

Published Apr3 1989 UK price £6.90

UMinnusv

FT Guide to Investment Trusts
byArthea Masey

Investment trusts areone of the best kept secrets ofthe

investment world. This guide has been written to dispel the

[TTstk^arHlprovktetfMmvestorwTthcJearandconcse

information on howtomow intoand maximise the

advantages of this kmg«$tat£shed sector of the

investment industry

Highly fflustrated with tablesand graphs, the book gives

a step-by*tep gukfetothe various options available tor the

investor; it explains complexities such as discountsand

warrants,andpvesguidarx»rolKjwtoctwoseandhowto

buy shares in an investment trust

Published September 1988 UK price £&95

Unit Trust Yearbook 1989

Where unit trusts are concerned, you need to put your

fingers on vital up-to-date information in seconds... and

you can with this unique, easy-to-read yearbook on your

desk.

Fuff dtetatteofaSauthflrised unit truds, including

statistical performance figures, helpful charts and

informed editorial ... everything you need to know is

dearly set out to help you analyse the current unit trust

scene quicklyand accurately.

Published April 1989 UK price £37.50
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ARCHITECTURE

The careful patron of Butler ’s Wharf
Colin Amery visits the Conran Foundation’s new Design Museum in Docklands

he key to good planning
and architecture is, more
often than not, ownership.
Good patrons are half the

battle; and the best patrons are not
the institutional investors or the
committees of pension funds, but
the active owners of sites and budd-
ings.

There is a project underway in
London's Docklands that bears all
the hallmarks of a shrewd and care-
ful patron: Butlers Wharf, just to
the east of the Tower of London on
the south bank of the Thames. The
site covers some twelve acres and
incorporates one of the most his-
toric streets in Docklands - Shad
Thames.
This street, just to the north of

Tootey Street, was, to anyone who
remembers this area before it
became the Docklands of the estate
agents, one of the most dramatic,
industrial streets surviving in Lon-
don. It was like a great, dark brick
canyon, Dickensian in Its gloom and
crisscrossed by high level lattice

iron bridges. Dore engraved views
of this sort of Piranesian 19th-cen-
tury London, capturing the sense of
awful grimness that was sopower-
ful and evocative. Shad Thames
runs behind the old Courage brew-
ery and down to St. Saviour’s Dock
and is now the spine of the new

Butlers Wharf development.
Sir Terence Conran is the driving

force behind «nd his architec-

tural practice, Conran Roche, are

the main designers. At the heart of

the development, and one of the
first buildings to be completed, is

Sir Terence’s particular baby, the
new Design Museum. This will open
to the public on July 6 with a major
exhibition entitled Commerce and
Culture.
The Butler’s Wharf development

has one great advantage: the most
spectacular views of Tower Bridge
and the towers of the City. In the
process of the gradual renaissance
of the South Bank of the Thames,
Butler's Whazf occupies a key posi-

tion. The opening of the Design
Museum anticipates the completion

of the whole scheme but also gives

an indication of the commitment to
quality.
The whole river front of the

development consists of the main
Butler's Wharf Building, which was
a late 19th-century warehouse. This
has been “preserved,” but in fact

only its facades have been retained.

This approach raises all sorts of
questions, but there is no doubt
that the long old brick facade looks
well from the river.

The site next door has been
cleared and wOl be occupied by

Spice Quay, a large riverside office

development. This has been
designed by Stuart Mosscrop of
Conran Roche and is a large mainly
glazed seven storey building. I like

the darby of the design of this new
block, which has been scaled to fit

carefully into the conservation area.
There has, however, been a price

to pay; a listed warehouse with an
interesting timber interior is to be
moved from the site and rebuilt
nearby. Shad Thames runs through
the building longitudinally under a
dazed roof. The tradition of high
level linking bridges is continued
inside this modem version of the
old street

he entrance to the Design
Museum faces directly
into this new pedestrian
street, so that most visi-

tors will have a covered and shel-
tered walk to the museum - inci-
dentally passing a great many
shops and restaurants en route.
Alongside all this large scale com-
mercial development the Design
Museum looks very modest indeed.
It is again designed by Stuart Mos-
scrop of Conran Roche, and he has
utilised the steel frame of an older
building. From the river you see
three stepped terraces lined with
ships railings; a modest tower; and
the long deep warehouse-type budd-

ing bridging the road and extending
back into the development
Everything about the new

museum is white. You could easily

be forgiven for thinking that this

was an old buildmg of the 1930’s

with its whiteness, fiat roof, narrow
bands of windows and glass brick
walls. The reticence of the building
is not in question - it is an unex-
ceptional and suitably neutral back-
ground to the exhibits.

Inside, it is really a manhipp in
which to look at objects. The exhibi-

tion spaces have been designed by
Stanton and Williams and are intel-

ligent, well serviced, totally flexible

for changing exhibitions, and agree-
able to be in.

The public arrive at ground floor

level where the white marble floor

and elegant stair lead them up to

the restaurant, new “Boilerhonse”
(named after the space in the V&A
where the venture began), and an
area for changing exhibitions of
new products be called Design
Review. Above this is the perma-
nent study collection of objects -
the space is large enough to house
cars as well as kettles. There is a
small library and a lecture theatre.

The elegant neutrality of it all

does rather remind the visitor of a
shop window waiting for the new
goods to arrive. When they do, they

will be perfectly shown and lit and
- and I am sure this was the inten-

tion — will be more memorable
than the building. The light in the

building and the river views have

been well managed and the archi-

tect has avoided all bravura state-

ments.
Inevitably, comparisons will be

made with the work of Richard
Meier, the American architect of the

great white museums: be has had
more spatial adventures in the High
Museum at Atlanta, and in the Dec-
orative Arts Museum at Frankfurt,
but he had more money and less

confined sites.

What is important to realise -
and to applaud — is the fact that

this is a privately funded venture
by the Conran Foundation. It will

be supported by the surrounding
development, but nevertheless, it is

a generous and public spirited gift.

It seems a shame that it is called a
museum, because it is really a
resource centre for both the past
and future of industrial design: it

Should Operate Hln» a think tank to
help design to aid business. It has,
of course, a public role to enhance
visual education, and to that end
the architects have given the
museum staff a blank sheet to fill.

Colin Amery

The Grapes of Wrath
LYTTELTON

Orfeo ed Euridice
GLYNDEBOURNE FESTIVAL

Second of four in the National
Theatre's invaluable interna-
tional series comes Chicago’s
Steppenwolf Theatre Company
which miraculously makes of
the unexpansive Lyttelton
stage an all-American
wilderness stretching from
Oklahoma to California
through the dust tracks and
settlement camps of John
Steinbeck's epic novel.
Although it was memorably

filmed as fax back as 1940, a
bare year after publication,
this is the first time the Stein-

beck estate have agreed to a
stage adaptation, and one can
understand their reluctance.
The rich variety of Steinbeck’s
writing and his structuring of
the novel into alternate chap-
ters of description and narra-
tive, are more obviously filmic

than theatrical.

Purists may claim that what
one is seeing in this magnifi-
cent ensemble piece is every
other chapter: that the
demands of dramatising the
dust-to-dust migration of the
joatf family crucially alter the
political perspective created by
Steinbeck’s quasi-biblical
evocations of a barren land-
scape and a dispossessed peo-

ple, the generalities of which
the Joads are merely a typical

example.
Yet the strength of Frank

Galati's production Is its stun-

ning substitution of theatrical

for novelistic techniques, root-

ing the the narrative among
listless, starving and occasion-

ally crazed, masses. The
starting point of this process is

Kevin Rigdon's design - a son
et lumiere landscape which
veers effortless between the
poetically general and the
painstakingly specific.

The huge emptiness that

greets the newly-paroQed Tam
and the lapsed priest Casy, on
their arrival at the deserted
Joad homestead is suggested
by nothing more elaborate
than an upturned chair, an
abandoned boot and the eery

wail of an old man bowing a
saw.

In contrast the stream the

weary travellers find, en route

is filled with water, real and
splashy enough when filled

with cavorting bodies to

ensure those in the front row

Sally Morphy and (behind her) Lais Smith in The Grapes of Wrath

at least a literal share in their

pleasure.
Dominating the early scenes

is the Joads huge jalopy which
glides across the stage, allow-

ing the evocation of a commu-
nity in transit to yield intimate

tableaux — Pa squint-eyed at

the wheel while Ma nurses a
dying Granina, or the increas-

ingly pregnant Rose of Sharon
necking with her husband on
the roof in a stolen moment of

privacy.
The Joads themselves are

played at the start with the
rough physicality of hinbtnies,

interludes of absurdly perky
country music creating a sur-

face jollity that does not for a
moment obscure the undercur-
rents of despair.

Robert Broiler's Pa, bull-

chested in his tattered dunga-

rees, is everyone's image of the
middie-American man of the
land. He shares with Lois
Smith’s wonderfully under-
stated Ma a quiet heroism that

arises from nothing more noble
than the urge to keep the fam-
ily alive and moving.

Sally Murphy’s Rose seems
impossibly, cruelly young for

motherhood. Her suckling of

the starving man, the image
chosen to close the show, is

one of exhausted innocence
and madonna-like resignation.

By allowing a grown man to

suck where her stillborn baby
couldn't she has embraced her
fate in a pitifully distorted

echo of the earlier self-sacri-

fice, when Terry Kinney's mat-
ter-of-fact Casy slouches off to

jail in Tom’s place.
_

The only disappointment in

the casting is Gary Sinise's

Tom, a slight, boyish presence
who would appear to have
been chosen for the part of the
parolled hot-head precisely for

his anti-heroic qualities. It is

hard to see in him the propen-
sity for violence which causes
him to risk his own and his

Eamily’s safety in bursts of
futile anger.

However, this is a quibble in

an adaptation scripted and.
directed by Galati with an
immense and moving integrity,

seizing humour where it falls

without losing the sickening
momentum of hopelessness,
and drawing supporting perfor-

mance that are as memorable
as any I’ve seen.

Claire Annitstead
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ARTS GUIDE
MUSIC

Kngflwh Baroque Choir,
conducted by Leon Lovett, with
Lama Anderson (soprano). Beo-
thovHn. Mozart Barbican (Tue)

Royal Philharmonic Orchestra,
conducted by Andf£ Previn, with
Vladimir Ashkenazy (piano).

Beethoven. Royal Festival Hall

(928 8800) (Toe).

London Symphony Orchestra,
conducted by Mstislav Rostro-

povich. Mussorgsky, Shostakov-
ich. Barbican (638 8891) (Thins).

Paris

Orchestra National de L*He de
France enwrfnfftod by Jacques
Merrier. Samt-Saens. Saint-Denis

Basilica (Tue) (42433097).

Orchestra de Paris conducted
by Claus Peter Flor. with Michel
Beroff (piano). Rossini. Strauss,

Dvorak (Wed) Salle Pteyel

(45630799).

Nouvel Orchestra PMiharmoni-
qne conducted by Marek Jsnows-

kiwith the Radio-France Chair.

Schoenberg (Wed). Th&ttxe dee
Champs Elysees (47203637).

Jose Carreras with Lorenzo
Babai (piano). Tasti. Turitta.

Falla, Massenet TWAtre des

Champs Elysdes (Thur)
(47203637).

The Brussels Festival Orchestra

conducted by Robert Janssens

with Paul Danbion narrator. Pro-

kofiev, Beethoven, Cirque Royal
(Sat) and Cercle Royal Gaidais
(Mon).
Ibe Monnate Symphony Orches-
tra conducted by Sylvatn Cam*

brehng with Jose Van Dam
(bass) Elztrieta Adam (mezzo),
Cornelia Berger (contralto) and
others performing Schumann’s
scenes from Goethe's Faust,
Palais des Beanx-Arts (Thur).

Vienna

Mozart Orchester. Mozart Kon-
zerthans (Wed).
Wiener HOOraxg Orchester con-

ducted by Gert Hofbsraer. Miscel-
laneous operetta and waltzes.

Musjkvereiu (Toes).
Wiener Symphoniher conducted
by George Frttre. Mozart, Polenc,
Ravri, Stravinsky. Eonzestbaus
(Wed, Tbur).

Rome
Orebestre National de France,
as part of the French Academy-
Roma Europa Festival, opens
with Pierre Bonier conducting.
Vares, Schoenberg, Webern and
Stravinsky. VCIa Medici (Thur)
(967611/4744776/6544601).

Florence:

Carlo Maria GtuKiri conducting
Brahms. (Wed) Teatro Comunale
(2779236).

Amsterdam
Mehryn Tan (piano). Schubert
(Tue) Concertgebouw.
Radio Philharmonic with choirs
and soloists conducted by Edo
de Waart- Wagner’s CotterdOm-
mervnp (Wed)
Loodon Classical Players under
Roger Norriugton, with Melvyn
Tan (piano). Schubert Chopin.
Mendelssohn (Thur) (718 345).

Washington
Mostly Mozart, a five-day pro-

Last month Michael
McCaftery's production of
Gluck’s opera got no glad wel-
come from Max Loppert on this

page. This past Saturday it still

made a tame evening, but with
the difference that where the
conductor Hermann Michael is

said to have favoured languid
tempi for most of it his succes-
sor Ivor Bolton fairly hustled it

along. And, it is also said, after

i to no rehearsal: in Enri-
dice’s “Questo asilo di placide
calme", certainly, Cynthia
Hamon sounded like someone
whose accustomed placid sup-
port had been yanked away
without warning. She and Bol-

ton must have had a chat dur-

ing the dinner interval, for
they cooperated smoothly in
the final act
In the circumstances I

should rather have heard Bol-

ton's remaining performance
(this Thursday), when the
shock of the new ought to have
settled. Those brisk tempi are
undoubtedly right in spirit but
in the earlier acts they reduced
even such dramatic contrasts
as McCaffery’s production per-
mits; the music seemed to can-
ter brightly through one event
after another. Preserving a
strong dramatic silhouette
with radically adjusted tempi
is something that needs
playing-in. On the plus side

were Bolton's rhythmic energy,
his pretty highlighting of sec-

ondary instrumental voices
and most of all Ids skilful weld-
ing of Gluck's sectional
sequences.
Diana Montague’s prindpal-

boy dignity as Orfeo survived
very well, and during the flight

from Hades she and Miss
Hamon blossomed movingly.
In its decorous way the final

celebration served well
enough, and we departed with
some sense what the opera is

for.

The great aim of Gluck and
his librettist Caizabigi was to

secure natural expression and
directness, without elaborate

formalities or courtly airs.

Dressing a modem chorus in

sedulous period costume and
instructing it in unambitious
period dances achieves no such
thing; rather the reverse, a

practised, self-conscious pag-
eant which mutatis mutandis
exemplifies the very mould
that Gluck wanted to break.

The still-formal contours of
Gluck's lovely score forbid
gutsy treatment such as David
Freeman gave Monteverdi’s
Orfeo at the ENO, but there
must be better ways of realis-

ing Gluck's humane vision
than this twee mock-simplicity.

David Murray

Auras
BIRMINGHAM HIPPODROME
Ever mindful of its traditions
as a cradle of talent, Sadler's
Wells Royal Ballet has just
launched two more apprentice
choreographers from its ranks
on to the treacherous seas of
creativity. Vincent Redmon
and William Tuckett made
their first professional works
as part of a programme that
was seen at the end of last

week. The works were very
youthful, one - Tuckett’s
Those Unheard - trying to run
before it could walk; the other
- Redmon’s Auras - seeming
almost too cautious. But both
argued talent; both were wel-
come, and both benefited from
imaginative design.
Auras is set to the Poulenc

Sextet, music ideal for a young
choreographsr to try out his
paces. Poulenc's vivacities
become the basis for quick and
decently academic enchaine-
ments for three couples, while
dare French - rfanring with a
lovely ease - leads a quartet
to whom falls the main burden
of the action, which is plotless

and hardy hints at some the-
matic undercurrent. The real
merit of Redmon's work is

good craftsmanship. He knows
how to put steps together,
never abuses his score with
wilful tricks, makes his danc-
ers look attractive, and never
overburdens the music. Hav-

ing, as it were, now proved his
right to make ballets, I hope
that for his next piece he will

assert his own individuality
even more; but let him never
be afraid of making choreogra-
phy as wen-mannered and as
deftly conceived as Auras.
William Tuckett’s Those

Unheard comes with a lengthy
explanatory note and a quota-
tion from Sylvia Fiath. I am
inclined to the belief that a
choreographer's more cosmic
thoughts should be in the
unspoken language of dance.
What we watch, as Britten's
sea interludes from Peter
Qrimes are played, is almost a
series of tableaux vivants as
Annette Pain bears the call of

the sea and yields to it. Mean-
ingful pauses and poses -
more meaningful for the cast
than the audience, I suspect -
do not translate into consistent
dynamic life. But there are
sudden moments of poetic clar-

ity as the dancers react to the
sea which suggest that William
Tuckett has brought off some-
thing unexpected and inno-
cently touching with allusive

economy. He has attempted
something too difficult for his

present skills, but the attempt
was worthwhile. And his skill

will increase.

Clement Crisp

June 23-29

Schleswig Holstein Music Festival

June 25-August 20

Following previous successful festivals, initiated and directed by
Justus Frants* *hri« summer's has been extended to 163
concerts in 34 different venues. Musicians will be performing in

towns and villages Cram Flensburg in the north to lAtebnrg in the

south, hi iHnwnr houses, bams, churches, concert tells and riding

stables.

Among the orchestras appearing are the Vienna Chamber Orches-

tra (Entremont), Czech Philharmonic (Neumann), Phllharmonia

Orchestra (Sinopoli), Halle Orchestra (Menuhin), and the Bavarian

Radio Orchestra (Masur). Soloists include Natalia Gutman, Baris

PergamenscMkov, Heinrich Schlff. Anne-Sophle Mutter, Claudio
Arran, Jaree Batet, Barry Douglas, Christa Ludwig, Lucia Popp,

Dietrich Fischer-Dieskau, Jean Pierce Rampal and the Tokyo String

Quartet.
One at the tetival's aims is to attract and support young talent

and there wffl be with Boris Pergamenschthov, Kari-Heinz

Kaemmerilng, Tatyana Nikolajewa. Brigitte Fasshaender/Helmut
Deutsch, Bukhari GJaetzner, Lev Naumov and others at the music

university in t-fiiw*. The festival’s own orchestra, with 120 mem-
bers from 21 nations, will train throughout the otbemt withOatw
Peter Flor, Valerie Gedev from Leningrad, Christoph Bscheobach

and Leonard n»rn«*iriTi while Bernstein accompanies the orchestra

on a two-week concert tour tiutmgh Europe. Sponsored by Bertels-
mawi, Audi and Windsor. Details and tickets from Schleswig

HoffitoFeSviiL PQfitfach 3840, 2300 Kiel <0431 367080).

view gives htehhgbts of this

year’s monthlong festival in
New York, with Beethoven and
Bach as well as Mbeact per-
formed by the Festival Orchestra
conducted by Gerard Schwarz.
Kennedy Center, Concert Hall
(254 3776).

Chicago

Bavinla Festival. The summer
home of the Chicago Symphony
opens the season with the Artbti
Quartet performing ConLon Nan-
cartow, Gyargy Eurtagand Ell-

iott Carter (Mon) followed by
Bartok, Schoenberg mad Berg

(Tue). Pianist Ruth Laredo gives

a recital of Scriabin. Rachmani-
nov and Prokofiev (Thur). High-

land Park <728 4642).

Tokyo
Malcolm BUson (fortepiano),

Anner Bylsma (cello). Beethoven:

complete works for cello and
fortepiano. Tokyo Bnnka Kaikan,

Recital Hall (Mon, Thur) (470

2727). , __
Elena Obraztsova (mezzo), with

the New Japan Philharmonic
Orchestra. Massenet, Saint-

Saens, Glinka, Rimsky Korsakov,

Tchaikovsky. Suntory Hall (Wed)
(305 1010).

Casken and Harvey
ALMEIDA FESTIVAL

As a prelude to this week's
world premiere of John Cas-
ken's opera Golem the Almeida
Festival offered Saturday's
mainly-Casken programme at
the Union Chapel. Casken, one
of the most attractively indi-

vidual and unclassifiable
voices in British contemporary
music, is 40 next month; it is to

be expected that the opera will

bring together the strands of
personality - a “Northern”
sense of colour, a natural feel-

ing for distinctive dramatic
gesture, a command of musical
momentum - diversely exhib-
ited on this occasion.
The large-scale unaccompa-

nied choral work To fields we
do not know a “Northumbrian
elegy” (1984), and the two-pi-

ano Salamandm (1986). share a
rigour of thought and a
steadily mounting intensity of
feeling that snare the listener

whole. Salamandm, a further

exploration of the imagery of
fire that has preoccupied Cas-
ken in earlier song cycles, elab-

orates a rich tracery of exotic
figuration, glinting with post-

Debussyan tints and Roussel-
like harmonic astringency. in a
move towards central stasis

and then fjmi whirling bril-

liance. There is a sweep of pia-
nistic mastery in the writing;

the performance, by Andrew
Ball and Julian Jacobson,
showed it off to admiration.
The choral piece (given a

reading of marvellous author-
ity by the BBC Singers under
Simon Joly) sets texts by Basil
Bunting framing others by
Bede and Anon. The structure,
a linked set of meditations on
human mortality, also permits
a vein of graphically pictur-
esque nature-images; and Cas-
ken, dividing his choral forces

into many subsidiary groups,
pours out a stream of captivat-
ingly picturesque sounds. Also
in the programme was Piper's
Linn (1984), an tnsCrumeaC-
and-tape tapestry for the
Northumbrian piper Richard
Butler, which creates a land-

scape of sound for the piper -
a marriage of simplicity and
sophistication expertly judged.
Another Almeida “theme”

has been the music of Jona-
than Harvey, 50 this year. In

the opening weekend Music
Projects/London gave the Brit-

ish premiere of his Valley of
Aosta (1989), a sustained burst

of post-impressionistic colour-

sprays, rapid in movement and
brilliant in impact; on Satur-

day the BBC Singers gave us
bis Forms of Emptiness (1986),

which confronts Sanskrit and
e.e.cummings. Three cboirs are
cast into beautifully judged
spatial relationships; the whole
work vibrates witb Harvey's
special brand of spiritual
energy.

Max Loppert:

Bobby Brown
WEMBLEY ARENA

Bobby Brown could not quite

believe it himself. “Bight
nights at Wembley Arena, and
this is my first time here."

Superstardom seems to have

come from nowhere, but that is

not quite the case. Bobby has
been here before, in his previ-

ous incarnation as one of the

much vaunted “Jacksons of the

Eighties”, New Edition. Now,
after nearly a decade in Show-
business, he is having to live

up to another title, the Michael
Jackson of the nineties.

The Jackson comparisons,
particularly over his dancing

style, are wrong. Brown learnt

how to move on the mean
streets of Boston. He has a
fluid, balletic style that harks
back to Gene Kelly, and a

jagged boundless energy remi-

niscent of the “Hardest Work-
ing Man in Showbusiness"
himself: Mr James Brown.
Bobby is what Americans

like to call a crossover artist.

He has taken the forcefulness

of rap and fused it with a
funky slamming bass line and
lush soul melodies. With the
boundless energy of a 20-year-

old. and the lasciviousness of a
pole cat he darts and leaps for
an hour and a half.

Though superficially there is

no stylistic hybrid, just a
fusion of traditions, what is

new and refreshing is the
Bobby Brown attitude. Don’t

Be Cruel probably sums it up
best, the rapper's machismo is

in there, but so Is the vulnera-
bility of a sensitive soul.
Though full of his own ego, he
clearly has heart and an aware-
ness of the real world.

Even so, some of Brown's
attitudes are suspect. He
appeared on a throne wearing
a bowler hat and smoking a
cigar - the bossman. What
humility he has retained is in
danger of extinction. Through-
out the show were the crude
pelvic gyrations that are not so
much rude as predictable and
cliched. Another piece of exhi-
bitionism was his constant
desire to drop his trousers,
there was a white, a blue and a
red pair, all revealing his hug-
ging biker shorts. It always got
a roar from the crowd. It

reminded me of an end of the
pier slapstick routine.

Bobby has not quite worked
out his attitude to women. He
tried to explain it introducing
the song RonL A Roni is “the
kind of girl who makes sure
she goes out without a hair out
of place. She don't wear nail
polish, she don’t wear lip-

stick." Pretty insulting and
sexist, and a bit disroncerting
to see those insulted by the
man lapping it up.

Spencer Bright
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Struggle over

competition
THE THATCHER Government
must decide soon whether it

wants competition in its priva-

tised electricity industry to be
effective, feeble or Just plain

phoney. The deastons will be
shrouded from the gaze of Par-

liament because they arise

from the contract negotiations
for the supply of power from
the two new generating compa-
nies to the 12 distribution utili-

ties. Ministers have tried to
treat these as private commer-
cial transactions. But this is a
polite fiction, since the Govern-
meat is sole owner of the 14

embryo companies and also
their vendor.
In the simplest terms, the

Government is confronted with
the contradiction of trying to

establish a market in electrical

power with bugle calls for com-
petition, while putting only
two competitors Into the lists.

These are National Power and
PowerGen, the companies
which will inherit the CEGB’s
power plant
The contradiction was inher-

ent in the Electricity Bill and
its dependent regulations,
which establish the 12 area
boards as franchised distribu-

tion companies, but encourage
competition in the supply of

electricity to industrial, com-
mercial and even retail cus-
tomers.
The bill requires each distri-

bution utility to meet all

requests for electricity within
its area, and therefore to sign
contracts with the generators
to ensure that it can meet the
maximum expected power
demand. However, the new
rules also permit consumers to
take their custom elsewhere,
perhaps leaving the distributor

with an obligation to pay the
fixed costs of contract for
power which it no longer
needs.

Bearing the risk

The Government hoped that
its technocrats would be able
to finesse this difficulty with
contractual subtleties. How-
ever, they have constantly
bumped against that funda-
mental question in all highly
capital intensive industries:
who will bear the risk of build-

ing plant which may turn out
to be surplus?

In the old state electricity
industry, the answer was that
costs were passed straight
through to consumers, or
sometimes diverted to taxpay-
ers. In a folly competitive mar-

ket, shareholders take the risks

in proportion to expected

rewards. Bnt the privatised

electricity industry will be a
curious hybrid of 12 regulated

monopolies Issuing from a
two-legged wholesale market

Short contracts
A solution, favouredby some

parts of the industry, was to

truss up the two generators

with detailed and fairly

lengthy contracts assigning all

their power stations plant by
plant to the different distribu-

tors. That would limit the abil-

ity of generating companies to

“poach” industrial and com-
mercial customers at the cost

of stiffing the free market at
tana* in the medium term. The
Government, however, has
continued to emphasise the
benefits of competition under
its new regime, and has rightly

insisted that the initial con-

tracts should he relatively

short
Moreover, free competition

in the industrial and commer-
cial sector could prove an
embarrassment for the Govern-

ment because the two very
large generating companies
might well exercise their mar-
ket power to cream off profits

and exclude new entrants.
Alternatively, strong competi-

tion, combined with the pres-

ent surplus of generating
capacity, could drive prices
down towards the variable cost
of running power stations,

which in most cases is just fuel
costs. Industrialists m^ht wel-

come that in the short term,
but the prospect would
severely reduce the capital
value of the generating compa-
nies to prospective investors.

None of these difficulties

would have been so severe if

the Government had opted to
break up the generating sector
into four or five competing
companies. In that case, some-
thing like a genuine spot mar-
ket might have emerged
instead of the highly compli-
cated subcontracting clubs for

generators and distributors
now envisaged. As it is, some
compromises must inevitably

be made to tout the market
power of the generators. Hav-
ing started down the road
towards an open system, the
Government must not Shirk
the consequences of its own
logic, even though that will
require the new electricity

companies to shoulder more
risk than they would Kke.

Iran emerges
from its shell
THERE WAS something
almost unseemly about the
haste with which Iran’s parlia-

ment speaker and would-be
President All Akbar Hashemi
Rafsanjani rushed off to
Moscow last week on his first

foreign trip after the death of
Ayatollah Khomeini. Little
more than a fortnight after the
late spiritual leader aimed a
final curse at the “godless"
Soviet Union, his likely politi-

cal heir was basking in a dis-

play of warmth between the
two countries not seen since
Iran's Islamic revelation.
Yet the West would be wise

not to conclude that, as Iran
emerges from the shadow of
Khomeini’s isolationism, it is

tilting towards the East bloc. If

anything, the visit provides
evidence of the confidence with
which Mr Rafsanjani, even
before his expected endorse-
ment as the county’s domi-
nant political figure in an elec-

tion on July 28, is steering Iran
towards rapprochement with
the outside world. If handled
carefully by all sides, such a
development could contribute
to the overall stability of the
Gulf region, and perhaps to -a

lasting settlement between
Iran and Iraq.

Echo of rivalry

In Washington, the reception
of so senior an Iranian repre-

sentative in Moscow may stir

at least an echo of old East-
West rivalry. For US policy-
makers, the prospect of their
former ally, Iran, building a
network of economic, political

and even military ties with the
other super power can hardly
be comfortable, but it should
not be a cause for alarm.

Despite its agreement to sup-

ply Iran with limited categories

of weapons, the Soviet Union
will not want a rapid rap-

prochement with Iran to preju-

dice their wider regional inter-

ests, including a close if not

always comfortable relation-

ship with Iraq and a desire to

re-establish diplomatic ties

with Saudi Arabia.

The Soviet Union has
scarcely benefited from the

Islamic Republic’s overriding

hostility to the American
“Great Satan" over the last 10

years, and the relationship

sealed last week is not very

different from Moscow’s deal-

Shah’s iings with the regime

during the 1970s. Mr Gorba-
chev would no doubt argue
that it is the absence of close
commercial ties and of a
degree of political co-operation
between two neighbours shar-
ing a 1,400-mile border that has
been the anomaly - much as
if the US and Mexico were
barely on speaking terms.
History shows that such

physical proximity can also
constrain friendship. One cor-
nerstone of the Islamic revolu-

tion that has survived Kho-
meini is Iran’s wish not to be
seen to belong to the “orbit” of
any foreign power. Mr Gorba-
chev, for his part, was anxious
last week to secure a reciprocal
promise from Mr Rafsanjani
that Iran will not attempt to
exploit the combustible situa-

tion in the Soviet Union’s Mos-
lem southern republics.

Pragmatic leadership
For both rides, then, this is

an accommodation made possi-
ble by the Soviet withdrawal
from Afghanistan, the ceasefire
in the Gulf war and the
renewed ascendancy of a prag-
matic leadership in Tehran. It

may well be followed by over-
tures to the West, given Iran’s

need for foreign assistance,
capital and weapons from a
variety of sources. Mr Rafean-
jani has already spoken of
Iran’s desire for “healthy,
sound relations" with almost
all countries (the explicit
exceptions being Israel and the
NaJihuliah regime in Afghan-
istan).

While the obstacles - rang-
ing from the hostages In Leba-
non to the lingering death sen-
tence on the author Salman
Rushdie - are formidable,
western governments should
continue to hold out the pros-
pect of unproved relations if

Iranian policy changes.
But they should also be wary

of attempts by Iran to play off
East against West, especially

in the field of re-equipping the
country’s battered armed
forces. The main threat to
regional stability remains the
antagonism between Iran and
Iraq, so the first priority for

outsiders should be to encour-
age progress In their peace
talks. While those negotiations

remain deadlocked, it is in
everyone's interest to avoid
fuelling military machines on
either side.

FT writers assess the prospects for today’s EC summit in Madrid

T here Is "a glorious uncer-
tainty" about European Com-
munity summits, as Mr Jac-

ques Defers, the Commission
president, put it on Friday. Never has

tills been more the case than with

today’s Treating in Madrid, when EC
government heads get together to

tackle the issues of whether to

advance to monetary union and tack

a social dimension on to Europe's sin-

gle market
With Euithsmnmits, as in sport, Mr

Defers said "we sever know in

advance when we’re going to win." At
least there is no doubt in today's
game, which side Mr Defers is on. He
chaired the committee whose report
outlining a three-stage move to eco-

nomic and monetary onion (Emu) will

be before EC leaders today. And it

was he who first proposed a European
social charter of workers’ rights.

When heads of government get
down to serious bargaining - particu-

larly on an issne as momentous as
Emn — Commission presidents, even
of Mr Defers’ stature, often get
elbowed aside. Their role, rather, is to
set oat the agenda. Mr Defers has
proved a master tactician in imping
the stakes to try to get maximum
movement towards European integra-

tion. He has the advantage, at this

summit, of wmking with a president

of the EC Council, Prime Minister
Felipe Gonzalez of Spain, who broadly
shares his views on monetary and
social matters.

It is Spain’s first presidency, and
Mr Gonzalez is very keen to extract

some unanimity from file summit,
since it will provide the yardstick by
which the success or failure of bis

presidency can be measured.
Mr Delors’s aim is to try to make

sure that EC leaders give most, if not
all, of their attention to his commit-
tee’s report. Mr Gonzalez has largely

ensured this by promising that it will

be the first subject to be discussed,
and pledging it win get “all the time
and attention it deserves."

But, in a move to which Mr Gonza-
lez may not him

, Mr Defers was
also publicly downplaying on Friday
the immediate need for EC leaders to
pronounce themselves on social pol-

icy- It may be that despite Mr Gonza-
lez’s hopes to a decision in principle

on social measures in Madrid, the
issne will be set aside, perhaps as the
price of buying British support to
some form of monetary progress.

Passports to acrimony

Firmly opposed to

Debra plan; keen that

staring should not

enter the EMS
exchange rate

mechanism tiS after

file next UK election

duo by mid-1992

That gloriously

uncertain feeling

By Darid Buchan,
Peter Bruce,
Philip Stephens
and Peter Norman

That is a price Mr Defers is pre-
pared to pay. Socialist though be is,

the Commission president believes
that, above aQ, money is the key to
faster European integration. Once the
discussions on monetary affair* are
under way, Mr Defers will try to
ensure that EC leaders pronounce
themselves on Us committee report
as a whole, to avoid than taking it

apart and bargaining over the pieces.
About half the member states are

folly in favour - led by the three big
Latin states. Fiance, Italy and Spain,
and followed by Ireland, Greece and
Portugal (who would like moves
towards monetary union to be accom-
panied by more structural economic
aid to themselves). On the other side,

only the UK is dearly opposed.
The key swing factor is West Ger-

many. Mr Helmut Kohl, the West Ger-
man Chancellor, is a keen
of Emu as an idea, and has _

that such a union could be in place by
tiie end of the century. Last week in
Paris, both Mr Kohl and France’s
President Francois Mitterrand agreed
during talks “on the absolute need for
progress" on both economic union

and a social charter at the Madrid
summit.
But Mr Kohl may be anxious to

restrain any move by France and
Spain for a precipitate advance
towards Emu because of pressure
from the Bundesbank. West Ger-
many's independent central bank.
Mr Earl-Otto Pohl, the Bundesbank

president, «»id recently that economic
and monetary union in Europe was no
longer a utopia. The community was
moving in a dynamic and “irrevers-

ible” process towards that goal.

Mr F6hl also said, however, that it

would be a grave error if negotiations

on the revision of the EC Treaties,

required for the second and third
stages of the Defers report, were
begun too soon. The Bundesbank
insists, as Mr PQhl puts it, on know-
ing at the outset that German mone-
tary policy would be replaced by “the
equivalent or better" at the European
level. According to one senior Bnndes-
hank official, it is doubtful whether a
majority of the bank’s council would

.

approve the Defers report in its pres-
ent form.
Despite Mr Defects desire to keep

bis plan Intact, even the Latin coun-
tries most enthusiastic about the proj-

ect seem ready to start compromising.

• Stage one: GwaUr convergence
of economic performance among EC
member Mates ttirough strengthen-
tog economic and monetary policy
co-ordination. All EC members
become full members el 6m E1IS on
equal terms. Work begins on prepar-
ing EC beefy changes for i

revision
of ttm EC trenBei, which requires
unanimous support of member

A transWon period In which

They want Mrs Thatcher to mmmit
herself not only to the first stage of
the Defers process - greater mone-
tary and economic policy conver-
gence, plus sterling’s entry in the rea-
sonably near future into the exchange
rate mechanism of the European Mon-
etary System - but also to widerang-
ing changes in Europe’s monetary
institutions at some future date.

Indeed, the compromises started a
month ago When EC ffnaiMP minififews
— TnclnfHng Britain's Mr Nigel Law-
son - agreed on a formula which
would lead to immediate preparation
of stage tmt»

l but study, and study
only, of "operational measures"
involved in stages two and three. This
would allow a decision on an inter-

governmental conference to rewrite
the Treaty of Rome to be taken “in
due course." Mr Lawson emphasised
that he had maito rwmmttniBnt to
the later stages of the plan.
To Mr Defers, this illustrates that

compromises can go too to. He sees
the most important part of his com-
mittee’s report to be the part which
calls for “a single process” of advance
to monetary union. If heads of govern-'
ment wanted to take a different
approach, they should commission a
different report, be said rather crossly

decision-making gradually shifts

bom ttw national to the communSy
level. A European System of Central
Banks (ESCB) starts coming to Rto,

absorbing existing co-operative
monetary arrangements. Macro oco-

nomlc policy guidelines. Including

proriee but not yet btmflng rules on
the size of annuel budget doBdte In

on Friday. Nothing in Mrs Thatcher’s
political instincts incline her to meet
the compromisers half way. No mat-
ter how often her EC colleagues tail

her that the pass was sold when
Britain signed the treaty of accession
or the Single European Act, she can-
not stomach the iifea ofRmn
The issue poses for her, however,

one of the most critical tests of her
political career. The European elec-

tions tamed out not - as her party
had hoped - as a celebration of the
impact on Europe of io years of That-
cherism in Writain, but as an apparent
rejection by the electorate of her stri-

dent defence of British sovereignty.

The danger to her now is that a
slump in the Government’s popularity
at home will be compounded by
increasing isolation within Europe
and by divisions within the Conserva-
tive party and the cabinet
What is at Issue is how the growing

pressures from Britain’s partners to
increased integration shonid be han-
dled — and here Mrs Thatcher’s
tnatmete are at odds with the prefer-
ences of Sir Geoffrey Howe, the For-
eign Secretary, and Mr Lawson, the
Chancellor.
She is said to be deeply suspicious

move to lock
Rules governing co-ordination In

atfon margin* to the EMS exchange

for

icy become bkxBng. The CommonHy
Is empowered to interfere with
national budgets. The ESCB formu-
lates and bnpiemenls EC monetary
policy, loctadlng exchange market
Intervention In third currencies.
Reserves am pooled mid managed
by the ESCB. National currencies

' by a single currency.

of those in the Government who
argue that compromise is the best

way to Britain to achieve tisjjwa

objectives. She reminded one ntifilster

recently that she had agreed test year

at Hanover to the establishment ot

the Defers committee only because

the Foreign Office had toW her that

its TOTinlncinnn would be Of littlfi COD*

sequence. -The section in the Defers

report saying that acceptance of the

initial efqpwt of tighter monetary co-

operation would involve a commit-
ment to the entire process has con-

firmed her suspicions.

Many of her colleagues, however,

believe that the process started by the
Single European Act and the pro-

gramme to the internal market had
now Iwaw unstoppable. It cannot be
fought in the same way as the budget
battles of the early 1980s. So Mrs
Thatcher has faced pressure from
both Sir Geoffrey Howe and Mr Law-
son to accept at least the first stage of
the Defers report, including a firm
commitment to take up full member-
ship of the European Monetary Sys-
tem. Their argument is that tin sec-

ond and third stages of the process -
leading to fell economic union - can
then be quietly shelved, without leav-

ing Britain in unsplendid isolation.

Without such a move, the Foreign
Office was advising Mrs Thatcher last

week, the other members of the EC
might by-pass the British veto on fur-

ther monetary integration by pushing
ahead with an intergovernmental con-
ference to modify the Treaty of Rome.
(Indeed, Mr Gonzalez has already
mentioned such a conference.)

'

Though such a conference could not
alter the EC's founding treaty without
British consent, it could in the worst
case lead to a declaration of EMU by
the other 11 states outside the frame-
work of the Rome treaty.

To head this off. British officials

have been suggesting that the UK
might promise in the Madrid discus-

sions to enter the SMS’s exchange
rate mechanism when three condi-
tions are met
• When inflation in Britain has
roughly halved from its current 8 per
cent to the average of existing EMS
members.
• When the EMS has demonstrated
its ability to survive the capital flows
unleashed by the final abolition of
exchange controls in France and Italy
from July 1 next year.
• When the Single European Market
planned to the end of 1993 has been
shown to be complete in fact as weQ
as rhetoric.

All three conditions are likely to
take some time to falfil- They do not
contradict Mrs Thatcher’s known
desire that sterling should not enter
the exchange rate mechanism at least
imtil after the General Election,

due by Mid 2992.

How attractive this approach will

prove in Madrid remains to be seen.

Mr Gonzalez, to one, does not appear
to expect that Britain must promise to
join the exchange rate mechanism of
the EMS before stage, one of the
Defers plan Is under way. Provided
that Britain's partners know that
membership will happen sometime
during the first stage, say Us advis-
ers, they would not seek to impose a
deadline. But he is not prepared to
accept a commitment to phase one
without any link to the later stages,

in tire manner implied by Mr Lawson
after the finance ministers’ meeting.
That approach falls some way short

of to Delors’s original hives. It may
in any case prove Impossible to find a
formula in stages two and three
acceptable to Mrs Thatcher. For her
also, however, there would be a price
to pay for falling to reach agreement
in Madrid. If Mr Gonzalez fails to
achieve progress on the issue, the ini-
tiative passes to a country more used
to confronting the British. On July l,

the EC presidency fear the next six
months is handed to France.

South bank
follies

ft becomes increasingly dear
to some of us who used to
work north ofthe Thames that
we bad little to no idea of
developments on London’s
south bank. The Rose Theatre
is only one example. Even now,
after all the weeks of publicity,
the Rose still tends to be seen
in isolation: one more lost
cause to be fought to, or not
as the case may be. There is
not much of an attempt to look
at the south bank as a whole.
To be sure, there must have

been some improvements over
the years. It is now possible
to walk several hundred yards
along the riverside without
having to mount the steps to
cross one of London’s awful
bridges. And even some of the
worst developments must have
been well-intentioned. The
Hayward Gallery is a mon-
strosity to look at, but it does
house some very good exhibi-
tions.

One has always had a soft
spot for the Festival Half, not
only because of the acoustics.
Nowadays it can be a lively
place to be, even If you are not
going to a formal concert The
same may be said of the envi-
rons of the National Film
Theatre. There are also some
new developments slightly fur-
ther to the east For instance,
there is a restaurant in the
Chapter House of Southwark
Cathedral, opened by the
Queen last November, which
is about twice as good and
twice as cheap as some of the
places just across the river.
Unlike the main restaurant
in the Festival Han, it eschews
nouvelle cuisine, though the
Festival Hall still has the edge
on the views.
What is missing, however,

is any apparent effort to put
it altogether. No-one seems
to say that the south bank is
potentially one of the glories
of London and we must seek
to revive and extend it in a
coherent way. Indeed when-
ever I have tried tentatively
to make that suggestion, I have

Observer
been told that we do not want
to create yet another tourist
attraction.
Apart from the Incoherence,

there Is another objection to
the higgledy-piggledy develop-
ment Although you will see
some of the best ot London
on the south bank, there are
still great areas of squalor and
degradation. No-one seems to
be in charge ofthe big picture.
That would never have hap-
pened in President de Gaulle’s

Paris, and one is slightly sur-

Margaret Thateher'sLtmlon-
-The opportunity exists to com-
bine the best of the oki with
the best of the new.

Green science
The above lines were shgfatty

prompted by a visit to a set

of laboratories not far from
Southwark Bridge. In the old

days, before the Greater Lon-
don Council was abolished,

there was a huge, Soviet-like

building called County Huff,

where the GLC bad its bead-

quarters. Inside, though I sus-

pect unbeknown to most of

us, was an organisation named
London Scientific Services.

It looked after the monitoring

of the environment - water,

soil, air, noise and general pol-

lution levels - for the GLC
when green concerns were less

prominent than they are today.

London Scientific Services

has now been privatised and
belongs to High-Faint pic, an
engineering and environmental
consultancy group whose
chairman. Ian Reeves, has
ambitious hopes for the future.

The labs were shifted from
County Hall a few hundred
yards along the river to Hlgh-
Poinfs own premises. They
remain pretty ramshackle, at
least to the outside observer.

But what is impressive is the
dedication of the work-force

and the potential, if unsung,
success ofa privatisation.

“Stop your sprinkler or HI
use tUt length of hosepipe

on you”

The work-force - just over
100-strong - wanted to be pri-

vatised because it thought that
it would get better facilities

ami greater freedom in the pri-
vate sector. But it also wanted
to stay together and to con-
tinue to work to fecal authori-

ties.

That is what has happened.
London Scientific Services now
works not only for the London
boroughs, but Is free to offer

its services to any other local

authority, or indeed any other
client, public or private, Brit-

ish or foreign. If you want to
see water systems being moni-
tored for leglonella, or Con-
corde being tested for its noise
level at Heathrow, it is all

switched on at the laboratories

in Great Guildford Street, Lon-
don SEL
What Is more, yon win meet

a generation of young, green
scientists, thoroughly versed
in computer systems. Although
it would be rash to quote them
individually, they all seemed
tO think that the Government
began to turn green far too
late. Industry would have been

saveda great deal ofmoney
if statutory pollution controls
had been Introduced ranch ear-

lier.

High ambition
Ian Reeves, the HlgtePoint

chairman, is, as I wrote, very
ambitious. Having brought
together Renddi Palmer &
Tritton. the old engineering
consultancy group* and his
own High Point Services, he
says that his company is now
offering the full range ofengi-
neering services frijm construc-
tion, through ftnanrtal man-

agement to advice on the
environment and settlement
ofclaims when the new envi-
ronmental rules are broken.
He did not entirely convince
me that High-Point is the new
all-purpose muBrnttml con-
struction boutique of the
future, but he is only 44 and
hflu some things going torMm
such as the acquisition ofLou-
don Scientific

Corrections
There was a story going

round Lords cricket ground
last Thursday that Ted Dexter
wanted to change its name
to Lourdes, because only a mir-
acle could save England from
defeat We withdrew it from
Observer at the last minute
because England seemed to
be undergoing a slight recov-

ery. But we all make mistakes.

A reader In Mid-Glamorgan

points oat that the broth-

er-in-law of GDI Rowlands,
Britain's first commissioner

to the rights oftrade unkm
members, is not Give Row-
lands, as stated in Thursday's

Observer, but Keith Rowlands.

As the reader admits, however,

both can be described as big

men of Welsh rugby. Keith

is the 9ft Sin ex-captain of Car-

diffand second row forward.

Subtle
Line from a novel about life

in Hollywood: "‘Hello,’ he lied.
1
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James Buchan talks to James Ross, chief executive of BP America LOMBARD

F
or the jpast three
months, many people
in the US have been
farfMng about Alaska

and Alaskan oil, the Valdez
spall >md Exxon's much critic-

ised chairman, Mr Larry RawL
Nobody has said much about
BP and Mr James Ross, who
runs the UK company's $L5bn
American operation.

But BP is twice Bason's size
in Alaska. Prndhoe Bay, the
great oilfield on the Alaska
North Slope that BP operates,
may well be the most precious

asset owned by British capital
outside the UK BP thinks it

can produce Lfribn barrels of
oil from the reservoir, more
than from all its North Sea
fields. This is why Mr Boss is

not happy with Mr RawL
"1 would have to say,” com-

mented Mr RflM last month,

“that there is a degree of feel-

ing fairly annoyed at the dam-
age the rest of the industry is
suffering because of what hap-
pened that night at Valdez."
Then Mr Ross breaks oat of bis
convoluted English understate-
ment and says what is really
bothering him; “The Exxon
Valdez is our industry's Three
Mflp island."

Mr Rosa, chief executive of
BP America, is an elegant and
precise manager who has
worked his way smoothly
round BP*s worldwide organi-
sation Dor 30 years. Unlike Mr
RawL who believes that Exxon
can do the Job if only the
reporters and politicians would
get oat ofthe way, Mr Ross has
an eye for detail and a for-

eigner’s excruciating sensitiv-

ity to local grievances. He
accepts that the industry -
including BP - is to blame for
claiming technical mastery
with oil spills it simply did not
possess.
But Mr Ross has a serious

problem. The Exxon Valdez
raises questions about BP’s
future that ramify perilously.
Will business be tougher in
Alaska because of the spill?

Has BP sunk a third of its total

capital into an oil province
with no prospects? And where
does all this leave Mr Ross’s
strategy, which is little shot of
the Amartennisafckm of BP?
A methodical man, Mr Boss

deals with each question as it

comes, la a recent interview at
BP America’s headquarters in
downtown Cleveland. Mr Ross
said; “Certainly, Alaska wQi be
worse. It's 880m a year worse,
and $200,000 a day worse.”
The $80m (£5i.6m) a year is

the additional tax BP will have
to pay on Prudhoe Bay produc-
tion after the Alaska legisla-

ture last month, amin a public
clamour to punish the indus-
try, excluded Prudhoe Bay and

its sister Kuperuk field (oper-
ated by Atlantic Richfield)
from a tax benefit for mature
wells known as the Economic
Limit Factor. The $800,000 a
day is BP’s share of an interim
operating plan to prevent for-

mer spills in Prince William
Sound.
The ELF derision came as a

horrible shock to the Ml com-
panies, which have larded it

over Alaskan politics for 20
years. It has made them even
angrier than ever with Exxon.
One chief executive threatened
to send hill share of the ELF
bill to Mr RawL But the Intan-

gible costs are more trouble-

some. “The credibility of the
industry has been severely
damaged tha environmen-
talists have got a new lease of
Ufa. ftafartlgms fa Alaska trill

never be the same again,” says
Mr Ross.
Prudhoe Bay, which began

producing in 1977, would have
reached its peak this year but
for the Valdez interruption and
will start dinning roughly 10
per cent a year from 1990. To
extend the life of its invest-

ment in Alaska's North Slope
and the pipeline south, BP is

hoping to drill in a pw«nfsfng
stretch of coastal plain east of
Prudhoe Bay.
The wing is that this eerie

stretch of tundra was declared
the Arctic National Wildlife
Refuge (usually called Anwar)
in I960 and only an act of Con-
gress will open it to drilling.

The Exxon Valdez has put paid
to all thought of Anwar oil for

tiie immediate future. “1 can't
imaging we'll get it through
this year now,” Mr Ross says
ruefully. “There's sure to be a
couple of years delay."

Anwar oil, if there is any,
will not begin to flow down the
pipeline until the late 1990s at
the earliest By that time, Pra-
dhoe Bay - which produced
642,300 barrels for BP every
day last year - will be pro-

viding only about 100,000 bar-

rels of oil a day fin: the com-
pany, and perhaps some gas.
As Mr Michael Unsworth, an
oil expert at Smith New Court
in London puts it “The Exxon
Valdez has really cost BP in

toms of the future potential of
Alaska. 1 don't suppose they
see it as an area of fixture

exploration success any more."

the standard old guard, wroteThe spin is the latest in a
string cf setbacks for BP in the
20 years since they found Pru-
dhoe Bay. In 1969, BP tried a
partial merger with Standard
Od, a down-at-heel Cleveland
refining and marketing com-

Cy that was the old Ohio
iness of John D. Rocke-

feller’s sprawling Standard OB
Trust. Then in the 1970s and
early 1980s, Standard spent a
fortune trying to create a
major Oil nrnnpany using the
revenue they made from Pru-
dhoe Bay. First it poured the
North Slope into explora-
tion in the continental US —
where it had no land, geolo-
gists or experience— and duly
found nothing. Later it put the
money into copper mining and
other diversified businesses
and, finally, a $200m pink gran-
ite headquarters in Cleveland.
By early 1986, Sir Peter Wal-

ters, BP’s deceptively mild
chairman, bad had enough. He
sent Mr Robert Horton, a force-
ful and high-flying executive,
to Cleveland. In a matter of
months, Mr Horton cleared out

down the mining investments
and stabilised the company,
which. BP then took over com-
pletely In early 1987. More sur-

prisingly, Mr Horton - and
latterly Mr Ross - have quite

won over this tough but senti-

mental old city. BP now finds

itself Cleveland’s hometown
company, its corporate trend-
setter, social arbiter and
patron of the arts all in one.
AS this helped insulate BP

from the shock of the Exxon
Valdez. “Do we have too many
eggs in Alaska?" Mr Ross says.
“If I’d been asked eight years
ago, when Standard was just a
financial investment, when we
were losing money in our
downstream business and onr
chemicals, then rd have had to
say the company must have
been at risk from something
like Valdez. But times have
(hanged. We’ve bought Britofl

[a large UK independent oil

company]. Our downstream
and chemicals are making
money. We’re a modi better
tejbffwy** company."

after Exxon Valdez

Even so, BP America is still

an Alaskan company. As
recently as last October, BP
America bought an $i50m West
Coast refinery and acquired a
string of gas stations in Wash-
ington, Oregon, California and
Nevada which have no real
business purpose without a
steady flow of Alaskan ofl.

Mr Ross admits that BP
America is still too small
downstream and lacks goad
exposure to gas, a “clean” fuel
which is widely seen as the
energy source of the future for

US households and much of
industry. BP has wide
strengths In chemicals pro-
cesses, but only its acryloni-
trile business — an intermedi-
ate used in fibres and plastics
- is well developed In the US.
And Mr Ross simply has not
got the cash to diversify
through a big acquisition of oil

and gas reserves or down-
stream and chemicals
As well as BritoU, BP in Lon-

don also bought a large block
of BP stock held by the Kuwait
Investment Office. This has left

BP with a reputation as the
most aggressive company in
the industry, but also with
$9bn in debt. A disastrous
share issue that coincided with
the stock market crash in 1987
means that BP will have trou-
ble approaching US or UK mar-
kets for equity capitaL

“If the K30 thing had never
happened, if onr share issue
had gone smoothly and we had
16-20 per cent of our stock in

US hands, well, then Td be
looking at an acquisition a
good deal sooner," Mr Ross
says wistfully. “Well have to

drill and explore.”
Wall Street, which would

love BP to buy a mid-sized
company such as Unocal, the
West Coast oil company, has
bad tp content itself with a
series of worthy but small
steps from Cleveland: lease
purchases of potential gas
Mocka in the Gulf of Mexico,
the purchase of the Lear gas
marketing business, putting
BP’S name on the company’s
&500 gas stations in place of a
chaotic array of five brand-
names.
Though Mr Ross has a formi-

dable ally In Mr Horton, Sir

Peter’s heir-apparent as chair-

man, he knows he trill have to

fight in London for resources
to develop the US business.
“The next step for me is to
work a change of attitude in
London," he says. In my view,
BP is still too much of a Brit-

ish company overseas. We
have a tremendous opportunity

to become a genuinely interna-

tional company. It would be
terrible to miss that opportu-
nity."

THREE INTERNALLY
generated beliefs are acting
like heavy weights to drag
down sterling unnecessarily.
The first is the belief that
intervention of any real size to

support the pound has been
ruled out
The second is the market's

suspicion that the Prime Minis-

ter Is prepared to see storting

slide downwards on the belief
that “you cannot buck the
market.” The third can only be
described as the “Walters fac-

tor” stemming from the obses-
sion by City commentators
with the Prime Minister’s per-
sonal economic adviser.

This aspect might be dis-

missed as chit-chat were it not
for Sir Alan's known support
for freely Coating exchange
rates. This is a perfectly
respectable belief and one that
I myself held for longer than I
have held the opposite, it nev-
ertheless makes the task of the
Treasury and the Bank of
England in supporting sterling

greater than it need be.
Yet as far as I can discover.

City fears on all these scores
are misplaced, at least at pres-

ent. There is no prime ministe-

rial limit on intervention in
the foreign exchange market,
which is decided on a
day-today assessment of where
it might do most good. It is not
at all closely linked to any of
the trigger points against the
dollar, D-Mark or the index dis-

cussed in the market.
Following a US initiative

(itself stupidly leaked) most
recent central bank interven-
tion has been indirect and dis-

guised. Reports from New York
suggest that American inter-

vention alone amounted to
$6bn in the first four days of
last week. Most of this has
been part of the international
operation to restrain the dol-

lar, but some has been specifi-

cally for the benefit of sterling;

and direct British intervention
has also been in dollars.

Secondly, whatever the
Prime Minister might think
about a rise in sterling, she is

certainly not indifferent to a
fall. Anyone who doubts this

might recall the Prime Minis-
ter's anger at the beginning of
1985 over the prospect of “a
one-doDar pound.” Her reflexes

might not be as quick when

By Samuel Brittau

sterling Is felling against the

basket for the D-Mark. But,
irrespective of her theoretical

convictions, she is far too con-

ventional to want to take risks

with a sinking pound, however
measured. Whatever further

battles may come in the future,

in practice she now backs
Nigel Lawson’s policy, reiter-

ated in Wales last Friday of

“not undermining a firm mone-
tary stance by allowing ster-

ling to depreciate." Up to some-
where near the DM 3 level the
Chancellor can just get away
with talking about the modest
range in which sterling has
fluctuated in the last year. But
at significantly below DM3
such talk will not wash, as
both he and the Prime Minister

must be well aware.
Thirdly, so for from support-

ing a freely floating or depred-
ating pound, the Government
would dearly love to see ster-

ling appreciate. One under-em-
phasised aspect of Nigel Law-
son's BBC interview of June 11

was his remark that a rise in
sterling would be a useful help
in tightening the stance of pol-

icy in the UK. An implication
is that policy can usefully be
tightened.
To desire sterling to rise

from present levels is, of
course, not the same as to
secure it. In particular the
market needs to be convinced
that the Government would be
prepared to raise base rates to

the extent necessary, despite

the short-term political costs. If

the trade figures are not too
bad and the Madrid Summit
avoids disaster, such a test

may be postponed.
Nevertheless it is an amaz-

ing self-inflicted handicap to

allow beliefs about policy to
spread which are the opposite
of the truth. The misconcep-
tions will remain until the
Prime Minister gives a per-

sonal and explicit assurance of
her opposition to sterling
depredation, and her endorse-
ment of all measures designed
to stop it.

In her carefully prepared
Commons answer of June 13,

the Prime Minister omitted a
section opposing sterling
depredation, even though she
had publicly and emphatically
endorsed Mr Lawson's own
Commons speech along these

lines. Indeed the unfortunate
people who have to explain
British policy to the world had
to do some quick thinking
when she did not read out the

expected sentences; and ster-
ling has suffered ever since.

The suggested explanation
— that she did not want to give
hostages to fortune — can only
undermine credibility. It
amounts to saying that she
will not take risks with her
own reputation to support the
currency policy of her own
Government. And, although no
one likes the search for scape-
goats, the retention of Walters
in office is - fairly or not - a
symbol that encourages all

those in the markets who
believe that the Government is

likely to abandon sterling
when the going really gets
rough.
There are other self-imposed

weights on sterling. The Prime
Minister’s failure to endorse
the Chancellor's IMF speech,
which downgraded the impor-
tance of a current deficit when
the Government's own balance
is in healthy surplus, can only
add to the exaggerated impor-
tance attached to the monthly
trade figures. Nor can Mrs
Thatcher's conspicuous omis-
sion of all mention in her own
utterances of the underlying 6
per cent rate of inflation,
exclusive of mortgage pay-
ments. in place of the headline
8.3 per cent, engender confi-
dence that price rises ore near-

ing a peak in the UK.
The failure to swallow pride

and explain policy unambigu-
ously is adding to the level of
base rates required to maintain
a given rate of sterling; and it

is reducing the sterling
exchange rate associated with
a given level of base rates.

Even if less-bad-than-expected
trade figures provide a false

sense of security, the danger
points will recur in the course
of the fluctuations inevitable
in the months to come.

Earlier sterling crises were
in no small degree due to what
was said beforehand from
Downing Street, authorised by
the Prime Minister of the day.
If there were to be a full-scale

sterling crisis later this sum-
mer or autumn, it would have
on it the words “Made in No
10" for all to see.

Letters

Tender business
From Mr Brian Sturgess and
Mr Andrew Mills.

Sir, We read the letter from
the chairman of the ETVA (22

June) with interest, but with
little surprise. The views of the
rrVA continue to reflect the
interests of management
rather than shareholders, view-
ers or taxpayers.

The proposal contained
within the white paper that the

JTC would allocate Channel 3
and Channel 5 franchises by a
two-tier system of competitive
tendering is both fair and effi-

cient, especially when com-
pared with the existing system.
We agree with the argument

that the tender process should

be public with resort to the

courts. Allocating a scarce
resource, which contains a nat-

ural monopoly element, by a
system of competitive tender-

ing is efficient. It ensures that

large proportions of the
monopoly rents generated from
usage of the scarce resource is

returned to the public. Bidders

for a franchise in a given area
are able to assess the costs

entailed in meeting the Gov-
ernment’s first-tier quality cri-

teria and should be able to

assess the present value of that

likely revenue to be generated
from acting within these con-

straints. Existing contractors

should have an inherent
advantage in being able to

assess costs and revenue flows

in deciding the value of their

tender.

Problems may arise from
two areas. One is that a con-

tender may over-value a fran-

chise and reduce expenditure

on programming, either pro-

duced or commissioned, in

order to maintain an accept-

able level of profits. This prob-

lem may not be intractable as

long as the ITC maintains a

strict regulatory hold over the

company's contract and can

signal to management and

shareholders that the terms of
the franchise allocation are in
danger of being breached.
When combined with the possi-

bility of takeover, it is feasible

that a failed contender or
another company could make a
bid for tiie franchise holder, a
condition of which is that the
franchise terms are main-
tained. Within an optimum
regulatory environment such a
process of overbidding can
only benefit the Treasury.
The second problem relates

to the regional system. The
perceived monopoly rents to be
derived from the expectation of

a Channel 3 or Channel 5 fran-

chise may be more uncertain
with a regime of competitive
suppliers of commercial air-

time compared with the stream
of income that has been
derived from selling under a
system of regional monopolies.
In the last franchise allocation

round for franchises beginning
in 1980, each region faced
marked differences in the num-
ber of contenders. FOr a com-
petitive tendering system to be
efficient there must be more
than one towiar in each area.

We have therefore calculated

the optimal size of franchise
area, based on a model of
advertising yields nwjur differ-

ent competitive environments,

sufficient to ensure an efficient

allocation ot franchises. Under
the regional monopoly system

and with the commodity mar-
ket nature of commercial air-

time sales in the UK, serious

over- and under-valuations
might be made of the potential

steam of income from advertis-

ing airtime sales in each
region. However, the possibil-

ity of takeover could lead to

self-correction, although not
necessarily to the advantage of

the Treasury.

Brian Sturgess,

Andrew Mills,

44 Settrington Rood, SWS

Another look at the charts
From itrDJLA. FogcmdinL

Sir. It is remarkable that
Samuel Brtitan can once more
delight us with his disquisi-
tions Upon the minutiae off the

charts (Economic Viewpoint,
June 21) when faced, on the
opposite page, with a sombre
assessment of yet another Brit-

ish industrial failure, the UK
components industry.
The fact that countries with

a strong manufacturing base
have none of the problems we
encounter, simply has no
nwwting for the chartists. Fis-

cal, monetary and exchange
rate policies and counter poli-

cies provide sufficient data for
eniBem charts for innmnerahle
analysts producing only words.
Ten years of a self-styled,

competent government has
resulted in the reappearance
on TV of workers in one of our
famed industrial dinosaurs.

British Rail, determined to pro-
tect kith end hjn until unem-
ployment doth them part once
more. Nothing changed.
Manufacturing in the UK
remains comparatively abys-
mal in its achievements. Our
erstwhile oil revenues have
been invested abroad simply
because there is little worth a
pension fund’s risk here. The
only success story is that of
the chartists. Upwards and/or
downwards, they go on forever.

But, of course, we are a sov-
ereign nation. With a £15 bil-

lion trade deficit we will be
told by our creditors what the
rate of interest has to be in
order that we may use their
goods without prompt pay-
ment. But we are sovereign
nevertheless: we have the
choice not to consume.
n.A A. Fagandini,
6 Alleyn Park, rag/

High risk and high cost
From Jfr Alan J. Leboff.

Sir, Mr De Bono’s letter

(June 17) an Lloyd's was excel-

lent but as a Name for many
years I focused on one sen-
tence - “there is no way that
realistic premiums can ever
cope with infinite liability.”

The managing director of an
agency through which I am on
two syndicaies which have just
wariff substantial cash calls in
respect of years left open, tells

me £t has proved impossible to

dose the years concerned as

“no one could be found to take
over the open-ended risk for

any nnmnnt of premium.”
Quotations have been sub-

mitted to me for stop-loss

insurance cover for 1990
involving high premiums and
large excesses but they are

now for a layer of cover only,

so I continue to bear the cost of
any real “nasties"; this must
be the only area in which pre-

mium rates are hardening.

Underwriters of these stop-
loss policies are recognising
they need to collect large pre-
miums if they are to bear size-
able risks but that even then
they cannot accept friffriitp Kn.

bfltty. I am starting to wonder
if l want to be on syndicates
which accept risks which
involve infinite liability for rel-

atively modest premiums. If

the risks I bear in consequence
are so great that no one will
insure against the “infinite"
element at any premium, per-

haps the market is giving me a
message I cannot ignore? I

might still be prepared to make
a modest investment in under-
writing infinite risks if the
return was commensurate -
but my entire wealth, for a
very modest reward? I would
have to be mad.
Alan J r*t>off.

Fohel fniematbnaJ Pic,
28-34 Church Street,

Dunstable, Balfordshtre

Fighting homelessness requires an increase in new housing
predicted that the outcome ofFrom Mr Mickae! Pattison.

Sir, The warnings and pro-

posals of the Royal Institute of

British Architects in your
report (June 12) mala* familiar

reading. In our report, “Hous-
ing - The Next Decade.” we
pointed cut that there is an
acute and growing shortage of
homes in Britain.

We said that to allow people

real choice there was a need
for a large increase in invest-

ment in new housing and in

refurbishment of the old. This

should be coupled with the
introduction of an income sup-

port system applying both to

owner-occupiers and to the

rented sector. This would
relate income to housing costs

and provide adequate help to

allow all households to meet
their housing needs.

Homelessness Is increasing,

and with it the cost to local

authorities. At the same time,

council house sales have

increased capital resources
that are not being reinvested

in housing. Central govern-

ment has a £14bn budget sur-

plus, "yinip of which could go
into financing housing-specific

income support and invest-

ment in hnufffag for rent.

Recent legislation designed

to encourage the private rented

rertor Sa step in the right

direction. But what is not

required is a review of home-
lessness legislation. It is widely

this review will be an attempt
to disguise the ggfent of the
homeless problem.

What is required is action to
promote investment in new
bousing and the ability of all to
afford decent homes. Absence
of tWa is ranging' unnecessary
social wmi economic harm.
Michael Pattison,

The Bayal Institution qf
Chartered Surveyors,

12 Great George Strut, SW1
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“In retrospect, it was a fragile

capital structure.” So Mr
Arthur Goldberg, president of
Integrated Resources, summed
up - in what may prove one of

the understatements of the
year - the liquidity crunch
which could force his company
into the bankruptcy courts.

It may also prove a suitable

epitaph for other companies
the growth of which was
largely financed by Drexel
Burnham Lambert and which
may also run into trouble

because there was a mismatch
between the nature of their

business and the debt they
assumed.
The fragility Mr Goldberg

taifcg about is this. Integrated

Resources originally made its

money promoting propoerty

tax shelters, but tax law
changes in the mid-1980s forced

it to diversify. Using junk
bonds from Drexel. Integrated

built up a network of around
4,500 financial planners selling

interests in limited property
partnerships, insurance and
leveraged buyout investments.

The trouble was not so much
creative accounting, as some
have suggested, but the fact

that much of its business
offered a stream of income
some years off, yet there were
high up-front costs and a lot of
short-term debt - some of it

demand debt - to be serviced.

One example illustrates the
problem. Integrated booked its

interest in limited partnerships

as $712m in receivables when it

expected cash flow of only
S50m over the next five years.

The solution was to borrow
more and more and the com-
pany accumulated over $l-8bn

in debt, which left it vulnera-
ble to a period of slow business
and a loss of confidence.
Within the last two weeks,

we have seen one of the swif-

test falls from grace of any
highly leveraged company.
“The notable aspects of the
case of Integrated Resources is

the sheer size of the debt in
question and the suddenness
with which everything went
wrong,'’ said Mr Leigh Walzer
of RD. Smith which specialises

in analysing distressed and
bankrupt securtties-

Integrated helter-skeltered
into illiquidity. Its creditors
became worried when a deal to

inject capital into Integrated
was called off. LC.H. was to

have paid Jl57m for 7.5m new
Integrated shares. Mr Goldberg
sold 10.000 shares that day.
On Wednesday, June 14,

Integrated said short-term
lenders would not advance any
more hinds. The next day. it

halted principal and interest
payments on all its holding
company debt. Some of Its junk
bonds Hell to 25 cents per $1
from more than 60 cents only
two days earlier and its com-
mon stock plunged from a high
last month of $18 a share to

S4*i on Friday.
At a meeting last Monday.

Integrated asked commercial
paper and short-term bank
creditors to convert paper with
maturities as short as 45 days
to notes with a life of 18
months to two years.

This restructuring does not
include holders of S927.5m in
senior and subordinated debt,
up to S600m of which is in junk
bonds. If Goldman Sachs
- hired by Integrated to help It

out of its crisis - does not per-
suade the short-term creditors

to accept their proposals, the
company may still have to file

for bankruptcy.
That would leave holders of

the senior and subordinated
debt in a weak position
because the commercial paper
and bank lenders would be
paid first, leaving only the
dregs to bond holders.
Another option, which would

embrace all creditors and stave
off what many believe would
otherwise be bankruptcy, was
then proposed by Mr Robert
Bass, the Texas investor. He
said he was prepared to com-
mit cash - reportedly as much
as S200m - as long as all credi-

tors agreed to a restructuring.

The intervention of Mr Bass
probably partly reflects the
savvy investor's talent for tak-

ing advantage of crisis condi-

tions. But. according to one
observer who knows Integrated

well, it also reflects the fact

that the company genuinely
has some good assets. There is

a good chance, he believes,

that Goldman Sachs will be

able to restore confidence and
create a company with a

proper capital structure.

The story here was not so

much that Integrated's busi-

ness was intrinsically bad but

that the financing of its growth

was misconceived.

That didn't much matter

under the leadership of Mr
Michael Milken because he had

the clout to force bond holders

to accept exchange offers. If Mr

Milken had still been at Drexel

the last two weeks may neve*

have happened. But a busmess

SotSL the reputation

of one man.

INDUSTRY LIKELY TO FACE TOUGH NEW LEGISLATION

US suffers three major oil spills
By Peter Riddell, US Editor, in Washington

THE US Government moved
rapidly over the weekend to

contain the impact of three

separate large oil spills along

the north-eastern and southern

coastline, two of which seri-

ously threaten wildlife and
fishing-

Tbe spills were of 650,000 gal-

lons of home heating oil into

the tourist and fishing area of

Newport, Rhode Island after a
Greek-owned tanker hit a ree£
800.000 gallons of crude oil into

the Delaware River after a Uru-
guayan tanker ran aground 15

miles from Philadelphia; and
250.000 gallons of crude oil into

a shipping channel in Galves-

ton Bay after a barge collided

with a tanker 20 miles sooth of
Houston in Texas.
Coming only three months

after the environmental disas-

ter of the Exxon Valdez spill of
nearly 11m gallons into Prince
William Sound in Alaska, the
new incidents are a serious fur-

ther embarrassment for the oil

industry and make more likely

tough legislation in Congress.
Potentially the most serious

environmental problems are at
Rhode Island, where the spill

occurred near the leading tour-

ist and sailing resort of New-
port as well as near wildlife

and fishing areas. Though 70
per cent of the heating oil,

which is very light, should
evaporate within three days of
the spill, it is toxic to marine
life and shorebirds.
Senior members of the Bush

Administration rushed to
Rhode Island within hoars of

tire accident and also visited

the Delaware River. They were
keen to demonstrate an active

government response following
widespread criticism of a slow
reaction to the Alaskan spin
Mr Richard Breeden, a presi-

dential assistant in the White
House, promised that “every
resource of the Federal Gov-
ernment” was being made
available.

The US Coast Guard moved
quickly to take charge in each
case, hiring private contractors
to limit the damage and help
the clear-up. This was also in
contrast with Alaska where the
Administration initially put
faith in Exxon’s efforts without
Federal involvement
Mr James O'Neill Attorney

General of Rhode Island, said

yesterday that the captain of
the Greek tanker World Prod-
igy and his senior officers had

been summoned to appear
before a Grand Jury over the
incident and the owners and
captain might face both civil
and criminal charges.

The new incidents will inten-
sify pressure for more
resources to be made available
both to prevent and deal with
such environmental threats.

The oil industry last week
announced plans to establish
five regional spill response cen-
tres at a cost of J350m over five
years, while this Wednesday a
House committee is due to vote
on whether to extend by one
year a moratorium on offshore
oil leasing in parts of Alaska,
the East Coast and California.

Mexico urged to agree deal with banks
By Peter Rldklef!, US Editor, in Washington

MEXICO and its commercial
bank creditors are being
encouraged by the US to agree
on a debt reduction package
before the seven-nation sum-
mit of industrialised countries
in Paris in three weeks’ time.
Mr David Mulford, US Trea-

sury under-secretary for inter-

national affairs, expressed cau-
tious optimism over the
weekend about progress in the
tnifcg- He was speaking as the
commercial bank creditors
were preparing new proposals
for Mexico on discounts to be
offered on loans.
An agreement between

Mexico and its bankers is seen
as crucial to the success erf the
revised debt strategy launched
in mid-March by Mr Nicholas
Brady, the US Treasury Secre-

tary. Both the International
Monetary Fund and the World
Bank have already agreed to
provide resources to took and
reinforce any debt reduction
plan.
Mr Mulford said: “It would

be highly desirable to see the
Mmirans and the hanks come
to a sort of in-principle agree-
ment by tiie time erf the eco-
nomic summit That is because
1 think there’s some leverage
given by the summit on those
negotiators to come to terms.”
The Paris summit has been

set as an informal target by all

involved, not least because the
US wants to be able to point to
a success for its revised debt
strategy. French President
Francois Mitterrand, the sum-
mit’s host, is expected to pro-

pose a new SISbn fund to help
debtor countries, but Mr Mul-
ford said this plan “does not
have broad enough support
and won’t, even in the event of
an absolute failure.”

Commenting on the Mexican
talks to date, Mr Mulford said
that real negotiations had been
under way for only two weeks
since the information meeting
on June 7 when the banks
were given full details of what
resources the IMF and World
Rank would maka available.

“Although Mexico and the
banks had been sort of negotia-
ting and posturing with each
other - a great distance apart
- before that Htm, and there-

fore that was reported as nego-
tiation, the serious negotiation
has only begun since June 7.

They have made some progress
up to today. They will make
some progress this week,” said
Mr Mulford. “Whether or not
they will complete a deal in the
next two or three weeks is an
open question, but certainly it

won’t take the six months to a
year that has been characteris-
tic of the past”
Stressing the voluntary

nature of the talks, Mr Mulford
none the less said the US Trea-
sury was “encouraging” the
banks in every way. But he
suggested that they did not
need much encouragement
“because they stand to face
enormous losses if they can’t
capitalise on tile present situa-
tion and take advantage erf the
offer that has been matte to
them.”

Sikh attack leaves 25 dead in north India
By K.K. Stiarma in New Delhi

AT LEAST 25 Hindus were
Mnad and 22 injured yesterday
when Sikh terrorists hurled
bombs and fired on a rally in

the Punjab town of Moga
organised by the Rashtriya
Swayansevak Sangh (RSS), the
most powerful and militant
Hindu organisation in north-
ern India

Although indiscriminate ter-

rorist killings in the north-west
Indian state are a daily event,
yesterday’s massacre has
caused concern among the
Punjab authorities, who inter-

pret it as an attempt by Sikh

extremists to create sectarian

tension and intensify the rift

between the Hindus and Sikhs
in the state.

Moga has been placed under
indefinite curfew and security
forces have been alerted in
Punjab and adjacent states to
prevent an outbreak ofcommu-
nal violence after the attack.

The attack signals an inten-

sification of terrorist activity

in Punjab and brings to nearly
50 the number of deaths over
the weekend.
Yesterday’s killings are

thought to be part of the ter-

rorist strategy to provoke com-
munal strife and retaliation
against Sikhs in Punjab and
other parts of India. This was
encouraged first by the late
extremist leader, Sant Jarnail
Singh Bhindranwale, who was
killed in the Indian army
action in 1984 on the Golden
Temple in Amritsar, the most
important of the Sikh shrines.

Sant Bhindranwale’s aim
was to force Hindus to migrate
from Punjab and Sikhs in other
parts of the country to flee to
Punjab to facilitate the cre-

ation of independent Sikh state

to be called “Khalistan.”

Sikh extremists have used
terrorism for more than five

years to press demands for an
independent Rhaiiatan — de-
mands which have been
rejected by the Indian Govern-
ment

Punjab has been under Presi-

dent’s Rule, or direct govern-
ment from New Delhi, for more
than two years. This followed
the dismissal of an elected
Government formed by the
Sikh Akali party after it failed

to check terrorism.

Iran-Soviet agreements ‘worth over $6bn’
By Our Foreign Staff

IRAN and the Soviet Union
concluded agreements on eco-

nomic and industrial co-opera-
tion worth more than $6bn last

week, according to IRNA, the
official Iranian news agency.
The agency quoted Mr

Mohammed Javad Iravani,
Iran’s Economy and Finance
Minister, as saying that under
the agreements, oil exploration
would be carried out in the
Caspian sea. Iran’s natural gas
could be piped to Europe
through Soviet pipelines and
that seven dams would be built

jointly on five of the country’s

rivers.
“The agreements reached by

Tehran and Moscow on eco-
nomic and industrial coopera-
tion are worth more than
$6bn,“ he was quoted as say-

ing.

Mr Iravani was a member of
the delegation to Moscow last

week which was led by Mr Ali
Akbar Hashemi Rafsanjani,
Speaker of the Iranian Parlia-

ment
Tehran's newspapers have

been full of descriptions of the
success of the visit An edito-

rial in yesterday’s Tehran

Times said: “Soviet technology
may not be as superior as
Western technology, but this
disadvantage can be made up
for amply through the rela-
tively lower prices of Soviet
goods."
At a news conference, Mr

iravani said: “Eight thousand
megawatts of electricity will be
added to the country's national
network once two power sta-

tions in Isfahan and Ahvaz are
developed and new power
plants are set up.”
Much of Iran’s power net-

work was damaged during its

eight-year war with Iraq.

Tehran would start export-
ing up to Sbn cubic metres of
gas to the Soviet Union from
early 1990, the Minister said,
adding that the price of natural
gas would be determined
according to international base
prices.

Moscow had agreed on a
project for electrifying rail
lines between Tehran and the
holy city of Qom, between Bafq
and the southern port of
Bandar Abbas, and between
Tabriz and Tehran.

UK offers no timetable
Continued from Page l

1992. She has made it clear that
a fall in the British inflation
rate and the elimination of cap-
ita] controls by other Commu-
nity countries would not In
themselves be enough to
change her view on the EMS.
The Prime Minister made

that view public during the
European elections campaign
when she said that there were
“many, many other” factors to
be taken into account White-
hall officials said that Mrs
Thatcher remained uncon-
vinced that the exchange rate
mechanism would survive the
removal of controls on capital
movements.
More fundamentally, she

still doubts whether it is feasi-

ble for Britain to attempt to set
targets both for Inflation and
the exchange rate.

At the same time she is

determined not to agree to
stages two and three of the
Defers report - designed to
lead to full monetary union.
But Sir Geoffrey, who will

attend the summit with the
Prime Minister, has stressed
that unless the Government at
least changes the presentation
of its long-standing formula on
the EMS - that it will join
when the time is right - then
It risks both isolation in
Europe and considerable politi-

cal damage at home.
The domestic political con-

cerns will have been height-
ened by a new opinion poll
published at the weekend
showing that the opposition
Labour party had widened its

lead over the Conservatives.
The poll, published by the
Observer, put Labour 14 points
ahead of the Conservatives.

WORLD WEATHER
X f x 7 X T

AJKOO * — — Ouwonrt F 3* 73 MM3 s
AMen C 33 01 EdMwoD C i7 a MnJMr s 21 70
Aratodon 'l 3* 75 9 J1 OB Monitq F 34 S3
AMDS s a c Flora 9 a c MiBauma s 11 52
Ban, bui s 37 S8 FranWWl 9 * 75 WwMOQ* c TO. 72
Awe*** FirePni - - Muun H a 85amKM a s Otm S a n htai 3 n n
Ban* F 30 00 Gibraltar 5 33 » F 20 «
aeUnt c CJfljgow fl n so ifcta* 9 27 SI

F a I? GoeiriM), S IS M Murteti & a n
BMNI $ a 77 F 23 n NjUtoW C n to t2p3*
Bum * — - G 27 SI *0*3 c a 73

* - - Moivuck S a to Hbbmu 30 88
Bofdeem - - - tnwrteda 18 81 3 37 M
Brian** Inwhnd <1 108 ton Tort L 30 88
Budapest a to HDBOui a S3 Hie* • — •
8 Am 19 « UUtta C 33 01 meoe* F 37 99
CHID 5 35 so JWMY 3 21 70 Opens 3 21 70

Cepe Town C JoWo Otto F 17 a
Croi A M iPirti f 27 01

CauUsirfi % — — LAPoi P«uno 9 34 91

Ctago 9 30 K London 9 a JT Prague F a 73

CMW>* S 3 77 Lm AnWn C 2* 75 5 11 5! 24 75
Camhapn 9

s
» m
a ^

LumnNgtrg
lutd 3 33 SI

ftnrtoprf MKUT Wrtud)

Win* - - - Ma|prra S 3 8* C-Ocody O-Otal* F-Frt Fg#eq M-HM Pfctota

Drtrti c (7 03 KMH & 27 St™ WWftB f-Ttadvr

Soviet property laws call
Continued from Page 1

forms of property ownership
are all given equal emphasis.
On the creation of a market

economy, the resolution calls

for the establishment of “a
market in securities and
investment resources” - not
quite a whole-hearted commit-
ment to a stock exchange, but
a clear step in that direction.

It says that the government
should also “take the neces-
sary measures broadly to
develop economic competition,
and the struggle against
monopolistic phenomena.”

In calling for an experiment
to pay farms and farmers in
foreign exchange, it has
adopted the Idea of Mr Nikolai
Shmelev, a radical economist
always regarded as well out-
side the official line.

The resolution also calls for
a string of urgent legislation to
be approved, most of which
was in the pipeline, but with

no obvious order of priority.
This will include a new law on
“socialist enterprise,” a law on
leasehold owneiship, on a sin-

gle taxation system, on decen-
tralisation of economic author-
ity to republics and local
authorities, a press law, and a
law on the freedom of con-
science and religion.

It says that the Supreme
Soviet, or Us chambers, should
also specially investigate the
reasons for the Soviet Invasion
of Afghanistan, and report to
the next Congress in the
autumn.

Special Inquiries are also
called for on the string of eth-

nic problems which have
blown up. including the reset-

tlement of Volga Germane, Cri-

mean Tartars, and MesKhetlan
Turks, and the dispute
between Armenia and Azerbai-
jan over Nagorno-Karabakh.

Peking purges liberals
Continued from Page 1

of Deng, who is 84, and would
not be able to operate without
his blessing before then.

Yang Shangkun, China's
President, is also believed to
have played a large behind-
the-scenes role. Yang controls

the army through his his rela-

tives, who hold senior posi-
tions.

Yang's prominence was indi-

cated by a photograph in the
People’s Daily, in which he
appeared with six members of

the new standing committee.
He is not a member himself
A wanted notice was issued

at the weekend for seven lead-

ing intellectuals, including Yan
Jiaql a prominent political sci-

entist, and Su Xiaokang,
author of the controversial
television series called River
Elegy. Also on the list was
Wan Runnan, head of the
Stone Corporation, a successful

high technology corporation.
Wan supported efforts to over-

turn martial law.
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Distant clouds

over the Abbey
It is an unfortunate irony that

the T5B Is set to release
another disappointing set of
Interim figures on Thursday,
the same day that the Abbey
National rights issue closes, it

Is a long time since there has
been a major new issue which
has performed as badly as TSB,
and although there are plenty
of differences between the
Abbey and the TSB, there are
many similarities. The TSB
was brought to the market on
seemingly generous terms, yet
its rating has steadOy deterio-

rated, and there must be a
worry that after the initial

euphoria, the Abbey’s stock
market rating will suffer a sim-

ilar fate.

In common with the original

TSB issue, the attractiveness of
tiie Abbey pricing ensures that
its shares should open at a
healthy premium next month.
But shareholders will still have
to decide whether they want to

stick with the Abbey over the
long term, or whether they
should take a quick profit and
pop their money back on
deposit in the next building
society which might follow
Abbey’s lead. It is not an easy
question to answer.
Abbey has plenty of advan-

tages, and has quite sensibly
rrvTM-faripH that there IS nothing

to be gained by calling itself a
bank, even though this is what
it is. It is one of the biggest and
most successbil mortgage lend-

ers in the UK, It has a reason-
able management t»a

m

and an
enviable record of product
innovation. It has an excep-
tionally clean balance sheet,
sufficient capital and has pre-

sumably learned enough from
the TSB’s unfortunate experi-
ences that it will not make the
same mistakes.
The downside is that while

the current stomp in the OK
housing market Is temporary,
the long-term growth in new
mortgage lending - Abbey’s
single biggest product - is

likely to slow dramatically
over the next decade. At the
start of the 1970s house owner-
ship totalled 50 per cent of all

dwellings. It is now 65 per cent
- one of the highest rates in
the world - and it is hard to

see the penetration increasing
substantially. There is also a
risk that a new Government
might, clamp down on borrow-
ers removing equity from their

homes.
Abbey’s compound profit

growth of 37 per cent per
annum since 1984 is not a real-

istic guide to the future. If it is

to grow Its profits and dividend
faster than the dwiring hanlcg

- against which it must be
judged - it will have to diver-

sity into new areas. Given the
recovery potential in the UK
banking sector there is is a
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good chance that Abbey's
long-term profits will grow
more slowly than the rest, and
by diversifying it risks diluting
its superior loan quality and
lean cost structure, which
gives it such an edge over its

clearing hank competitors. The
UK batiks are the most lowly
rated sector in the stock mar-
ket, and as yet there is no good
reason either why this should
change, or why Abbey should
be treated as an exception.

Food retailers
Gateway’s supermarkets

may never have been paceset-

ters. but its shares have
recently been just that Since
the Isosceles triangle was
formed, the entire food retail-

ing sector has switched from
being one of the market’s
worst sectors to its best, out-

performing by 20 per cent
If the relation is cause and

effect it is a pretty devious
one. The giants of the industry,
Sainsbury and Tesco, are as
good as bid-proof, and although
Asda has arbitrageurs on the
register, the sort of premium
needed for control would make
the sums look impossibly
stretched. There may be more
bid excitement to come among
the sector's small fry, but then
that would be nothing new.
The argument that the Gate-

way bid will benefit its rivals

directly also looks thin. There
is no reason why the £2bn cash
should flow back Into the sec-

tor, as the removal of Gateway
will reduce the weighting of
food retailers overalL Perhaps
the heavy borrowings of Gate-

way's new owners mil make it

less formidable competition;
equally, sharper new manage-
ment could increase the threat.

The Gateway hid seems to
have prompted a rethink of
bow the sector should be val-

ued. Three months ago the talk
was of increasing competition
in the industry, and of a slow-
down in consumer expendi-
ture; now it is about the excel-
lent quality of earnings and
the ability of the mega-chains

to go on increasing margins.

The views are not inconsistent;

indeed the food retailers dis-

play both traits. It is odd.

though, that the market s

about-turn comes when pros-

pects for the sector are deter-

iorating with rising interest

rates. The formidable expense

of opening super-
stores - Sainsburys’ and
Tesco's annual capital expendi-

ture is more than British

Steel's - is putting more strain

on the sector's balance sheet.

The best sense that can be

made of the rally is that it cor-

rects a movement that had
gone too far the other way. But

in awarding Sainsbury a pro-

spective multiple of almost is.

for instance, the market surely

has forgotten that competition

remains cut-throat, and the

consumer under pressure.

European chemicals
The world's chemicals giants

are no doubt right in arguing
that life as we know it would
be Impossible without them.
But as the green machine gath-

ers speed in Europe, the indus-

try is increasingly seen as
destroying rather than enhanc-
ing the quality of life, through
environmental pollution. And
though vast sums are already
spent by the companies on
combatting both' the reality

and the image of environmen-
tal damage, dramatically
higher spending; could be
forced on them in the near
future.
Montedison has never been

in the vanguard of environ-
mental rectitude, so it was
hardly surprising to see it sin-

gled out for protest at last
week's AGM. But Montedison
is sot alone in coming under
public pressure over pollution;

indeed, protecting the environ-
ment is arguably the largest

problem the world chemicals
industry will face over the next
decade.

Profitability will inevitably

be threatened as companies
spend more on cleaning up the
environment, and demand for
some products could be
affected by consumer aversion.
Indeed, it Is already accepted
that use of PVCs and other
plastics wifi decline over time
because of public opposition;
and companies could soon end
up spending as large a percent-
age of turnover on non-profit
generating environmental con-
cerns as they do now on R&D.
The West German majors
already do so, spending S or 4
per cent of turnover on the
environment The figure for 1CI
is half that; but with 15 per
cent of the British population
lining up on the side of the
greens, it may not be so for-
ever.
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IsTTiR The challenge facing

SB OP managements in

many US financial

institutions is to hold

the rudder of

operating discipline with an iron

grip as they navigate the

dangerous shoals that lie

immediately ahead, reports

Anatole Kaleteky in New York
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AFTER NINE months of
almost continuous advances,
US stock prices this spring
stood only five per cent below
the all-time records they
reached two years ago, at the
height of the great bull market
The bond market too, had

enjoyed its strongest Tally in
three years. Long-term interest

rates were back to their levels

of the spring of 1987. when the
US Treasury's 30-year bonds
last yielded less than 8% per
cent for an extended period.

Even the dollar was riding
high again this summer - and
if wild swings in currency mar-
kets were still giving the
world's central bankers head-
aches. these anxieties related

not to the dollar's weakness,
but to its irrepressible rise.

On the face of it, then, the
US financial markets in the
early summer of 1989 were just

about as strong and bullish as
they had ever been in the post-

war era. Yet while the mar-
kets' recovery from the seizure

of Black Monday seemed virtu-

ally complete, there was no
sign of the euphoria in the
financial community which
was so evident two years ago.

Indeed, the mood in the
financial world today seems to

be one of caution, austerity
and grim determination — to

cut expenses, squeeze man-
power, maximise •xfftedtmtrf and
limit risks.

All over Wall Street, invest-
ment banks and stockbrokers
are pulling out of unprofitable
lines, paring unproductive staff

and instituting new, tighter,

risk-management systems. The
big commercial banks, mean-
while, are scaling back their
earlier ambitions to move into,

and ultimately dominate, the
securities industry.
Even the regional banks,

whose business was virtually

unaffected by the traumas of
Black Monday, are responding
more cautiously than many
analysts had expected to the
opportunities created by the
liberalisation of inter-state
merger laws and the Federal
Government’s costly clean-up
of the savings and loan deba-
cle.

With all the talk of battening
(town the hatches. Wall Street,

in particular, seems more like
a community preparing for a
new ffnanrial hurricane than
reconstructing after the last

one. There are at least three
reason for this disjunction
between the bullishness of the
markets and the pervasive
gloom among financial firms
and their employees.

Firstly, the rise in the mar-

kets has been a profitless one
for most financial businesses.
On Wall Street, the rise in
prices has not been accompan-
ied by the hoped-for massive
retail participation and grow-
ing trading volumes.
The bond market's improve-

ment has been too abrupt and
volatile to generate the easy
profits dealers became accus-
tomed to In the glory days
between 1982 and 1966.

Many commercial banks,
probably have made big profits

from the recent surge in for-

eign exchange trading and
could well benefit further from
the recent «mng in monetary
policy, tot, with their continu-

ing anxieties about Third
World debt and the declining
quality of real estate lending,

commercial bankers will need
far more evidence of an
improvement in financial con-
ditions before they are ready to
chew.

Secondly, the psychology
of this bull market is not what
it was two years ago. In early

1987, interest rates may actu-

ally have been rising mid the
economic under-plnnings of
the stockmarket may have
bees weakening, but Wall

Street was projecting ever-ris-

ing prices and many financial

executives seemed willing to
take expansion decisions on
the basis of next year’s proj-

ected revenues and profits, not
just the ones that were already
in the bag.

Today, there is far less will-

ingness to take the bull market
and the enormous interna-
tional inflows into the dollar

for granted.
Thirdly, the mood remains

cautious because the financial

community still has a long way
to go before all of the rhetoric

about austerity is translated
into the reality of actual cost
reductions.
While the securities indus-

try, for example, managed to
cut both its employment num-
bers and its payroll expenses
by 9 per cent between 1987 and
1988, the number of people
employed in the industry last

year was still 70 per cent
higher than in 1960 and 11 per
cent higher than in 1985.

Meanwhile, the industry’s
occupancy and equipment
expenses have continued to

rise inexorably, growing by 12

per cent in 1988. Commercial
hnnfrn have experienced simi-

lar difficulties in reducing
expenses after locking them-
selves into costly long-term
property commitments as well

as high staffing levels during
the boom years of the mid-
1980s.

Despite the cutbacks of the

last 18 months, in other words,
most financial service compa-
nies are still better structured

to operate in a bull market
than in an extended period of

declining business.

In the short to medium-term,
this could mean further serious
problems to be addressed in
the next few years. For while
the caution which is so evident
today on Wall Street suggests
that the present bull market
may still have some way to go
and that financial businesses
of all kinds could well look for-

ward to a brief spell of renewed
prosperity, the medium-term
prospects are, if anything, less

favourable today than they
were two years ago.
Despite the recent mild

weakening of employment
growth and production, the US
and world economies seem to
be moving into a classic end of

cycle period, in which capacity
constraints and tightening

labour markets lead to acceler-

ating inflation and eventually,

though not perhaps until a
year or more later, a policy-in-

duced recession.

Last year’s alternate fears of

recession and Inflation in the

financial markets - may have
been premature. But by this

time next year, the earlier con-
cerns will probably look more
prescient than the recent surge
in bond and stock prices, based
as that is on the assumption
that the US economy is about
to enjoy a “soft landing.”

For while the Federal
Reserve Board has undeniably
managed monetary policy skil-

fully, to ensure a "soft’’ decel-

eration in the economy, it is by
no means clear that this slow-

down can be described as a
landing.’*

Inflation remains ingrained
and a policy-induced recession,

with the attendant disruptions

in the financial markets, is

likely to be required to eradi-

cate it, though not perhaps
until late next year or even
199L
Yet looking beyond the obvi-

ous cyclical problems, the pros-
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FOR THE seventh year
running, the US has managed
to defy the Cassandras who
hcive been raging against the
country's economic policy and
prospects for most of the last
decode.

It now seems almost certain

that the business expansion
T’aicft began in November
ISS2. according to the official

statistics, will survive at least

until its seventh anniversary.
And judging by the forecasts

being churned out by virtually

all the US economic models, it

is extremely likely that growth
ar.d prosperity will continue
2c* at least another year after

tost.

If the economists are right,

th? long expansion of the 1980s
would come very close to

breaking the all-time record for

a;i uninterrupted period of
rrrsperlty - a record which
r.as set in the 1960s, when the
US economy grew without
recession for S V. years from
February 1981 until December

aS.

Much mors importantly, con-
tinuation of the economic
recovery would help to vindi-

cate the US Government, as
woll as the country’s busi-

nesses and individuals, in their

decisions to take on debt bur-

dens which seemed highly
imprudent a few years ago.

It would help sustain world
trade growth and the occasion-

al tottering structure of the
iuismEiional financial system.

It v.ould greatly assist the reso-

lution of the Sioobn savings
und loan debacle. It might well

Justify the present., or even
hither, levels of stock prices

on Wall Street.

It would also allow US indus-

try and labour to carry on with

ta» slow process of regaining

-J290, economists
a positive,

£-]^eaJ slower, growth
raCe In the US

rid-class competitiveness
rad nroductivity without suf-

fering too much of the concom-
itant pain.

Last but not least, continua-
tion of the great expansion of

the 1380s would seem to be a
r.scessary condition for Presc-

ient Bush’s Republican Party
colleagues in Congress to have
cjzy chance of recreating the
conservative political coalition

which dominated US politics so
totally between President Rea-
gan’s' election in 1980 and the
Republicans' loss of their Sen-
ate majority in 1986.

Not only will the national
election of November 1990 give

the Republicans an opportu-
nity to regain some of the Con-
gressional seats they lost in
i£83. It will cast its shadow
across the US political scene
until the end of tire century,
because US constituency
boundaries are redrawn quite

c US FINANCE 2 ) ,

Anatole Kaletsky examines the longer-term prospects for US business expansion

The economic recovery continues
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US$bffltan

O

- i • /
>•<.*-** *c ;

' • % -*• H

n.§M v
i&l#
•J&SpY*- :®5 •:?'%+.

• • • .V*--

v •- •* '
;

-i..; v.-f.A'- •

.

US Budget deficit

1983 84 85 86 87 88

remorselessly to their own par-
ties’ advantage by the state
legislators who happen to be
elected at the beginning of
each decade.

Politically, therefore, even a
mild a recession, if it were still

goingon at the time ofthe 1990
election, could turn President
Bosh into the lamest duck to
inhabit the White House since
Herbert Hoover. Given the can-
niness of President Bush’s
political adviseres, as well as
the dominance of the Republi-
can loyalists on the Federal
Reserve Board, policymakers
will certainly try to avoid any
such outcome.
And if the.consensus. qf US'

economic forecasters is right,

they should not have too much
trouble in succeeding: Accord-
ing to Blue Chip Economic
Indicators, a group which regu-
larly surveys America’s top
business economists, the con-
sensus forecast for 1989- over-
whelmingly supports the “soft
landing” devoutly hoped for by
Wall Street and assiduously
worked for by Mr Alan Green-
span, the chairman of the Fed-
eral Reserve Board.

Specifically, the Blue Chip;
survey published in mid-June
forecasts a 2.7 per cent growth

1

rate for this year as a whole,
with individual estimates rang-
ing from L0 to 3^ per cent.

In 1990, the economists also
aspect a positive, albeit slower
growth rate of LS per cent
Even in 1990, only three out

of 52 forecasters expect an
actual fall in output, with all

the rest predicting growth of
anywhere from 02 to 3J$ per
cent.
However, a quarterly break-

down of the economy’s behav-
iour does show a marked decel-

eration from, the second half of
this year onwards — with the
consensus growth rate slowing
from 4& per cent in the first

quarter of 1989 to 24 per cent
.
in the current (second) quarter,

.L3 per cent in the third and 14
per cent in the last three

Gross national Product
Percentage change at annual rate, in 1982 Oolais

6%

The US business expansion
Abacs pert of foe foreign m

months of the year.
- From thenan the economy is

expected to remain mired in a
very low 1 to 1-5 per cent
growth range until the last few
months of 1990, when it

resumes a somewhat faster 2

A

per cent growth rate.

Back in the 1960s and early
3970s, *hl« kind of economic
performance used to be termed
a “growth recession” - a state

in which the economy is still

expanding, but not quite fast

enough to absorb all of the
labour and industrial capacity
becoming available in the mar-
kets.

During a growth recession,

the 'unemployment rate
increases slightly, capacity
ntnisathm declines and Infla-

tionary pressures tend to abate ;

somewhat.
Far the Bush Administration

and the ftwnrinl markets, thin

kind of scenario would cer-

tainly be an ideal outcome. It

would probably allow interest

rates to dadu™ a little further,

or at least justify the run-up in
bond prices that has already
occurred in anticipation of the
.economic slowdown.

The Blue Chip economists
forecast a one per cent decline
in short-term rates and a 3/4

per cent dccKnp in long rates
between the first quarter of
1989 and the end erf 1990.

It might lead to a further
modest decline in the US trade
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, as America's domestic

growth rate lagged farther
h<>htnd the rest of the world,

while the dollar weakened
somewhat in response to lower

US interest rates.

The Blue Chip economists
suggest a trade improvement
of about $i5bn annually fids

year and a further $10bn in
3990-

Alternatively, if the dollar
maintained its recent stubborn
strength, a slowdown in the
economy would at least pre-

vent the trade deficit deterior-

ating too much further.

The most important benefit

of an economic slowdown
would be to help tame acceler-

ating inflation. According to

the Blue drip consensus, the
year on year consumer price
change should peak at &£ per
cent in the fourth quarter ct
this year and then decline
gently to 4.7 per emit by the

end of 1990.

. Unfortunately, however, it is

in its all-important anti- infla-

tionary effects that the “soft

landing” c<<w|a^n arouses most
scepticism, for at least three
reasons.
- The problem is partly that

many economists do not
believe deep down in the slow-

down suggested by the consen-
sus forecasts.

With capital spending plans
still strong, consumer senti-

ment surveys still very favour-

able and interest rates already
coming down, there are plenty
of analysts willing to argue

that the economic weakening

seal in the last few months,

and now faithfully promoted

forward by the ecOMnaetrfa;

ILSsM? Mghw Inflation

nest year than the consensus

forecasts.

Secondly, there are doubts

atoSt ho£ quicklyJetton
would respond even « *“»
of very mild slowdown now
forecast were tooccurPwt
experience suggests a stguft.

cant rise in unemployment

may be required to reduce

inflation, but the consensus

forecast is for an almost unper-
ceptfljle increase in unemploy-

ment, from 52 per cent at pres-

ent to 5.7 per cent at the end of

next year.

Thirdly and most fundamen-
tally, there is the question of

what happens after 1990.

Even if the "soft landing” is

achieved as currently pre-

dicted, inflation would still he

running at 4-3/4 per cent at the

end of the ifrmonth long slow-

down. From-that point on, the •

economy would be accelerating

again, presumably pulling
iwfiMfjrm along with it.

This time, however, the chm-
Mng inflation WOUkl Start fKUS

a higher base than it did! in

1987. The same could also be
of the trade imbalance and

even the government’s budget

Far from “landing” into a
new period Of stability, thexe-

fore, the US economy would
face aH of its current problems
at the end of 1990, bat in an
intensified form.
For pofley-makers this would

yam a am«ii price to pay for

the luxury of pushing the

country's economic problems a
few years forward. In Washing-
ton these days, a problem post-

poned is every bit as good as a
problem solved- The central
economic question of the next
18 months will not be what the
policy-makers try to do, but
whether the markets let than
getaway with it.

BANKING REGULATION

Arguments intensify in the

regulatory minefield
PROGRESS towards
dismantling the barriers in the
US between commercial and
investment banks remains
incremental and, if anything,
the whole area of hanking reg-

ulation has become even more
complicated over the last year.
There have been two mafar

developments. The first is that
Kanirs seem increasingly likely

’ to get the access to the securi-

ties industry that they want
and need in order to compete
with their European and Japa-
nese counterparts in the global
market
Although a few obstacles

remain to foU-scale underwrit-
ing of debt and equity, banks

integrated financial institu-
tions - Citibank, J.P. Morgan,
Chase Manhattan, Bankers
Trust and Security Pacific -
applied to the Federal Reserve
for the expanded powers they
had lobbied so hard for.

The Fed, which has consis-
tently stood fin: increased pow-
ers for banks, has became their
main champion.
In January, the Fed

approved the banks' applica-
tions to underwrite corporate
debt and delayed for one year
applications to underwrite cor-
porate equity. The Fed had
already authorised banks to
underwrite municipal revenue
bands, commercial paper, com-

ers, and barred.Security Pacific
from underwriting an issue of
mortgage-backed securities off
its own balance sheet.
In a highly controversial rul-

ing, Judge Duffy argued that
the mortgage-backed issue vio-

lated Glass SteagalL The
Comptroller had argued that
ImwIm should be able to sell

asset-backed securities because
it was no different from selling

a loan portfolio to another
bank.
Banks were particularly

infuriated by Judge Duffy’s
decision because they are free

to underwrite asset-backed
issues through overseas affiH-

ates. Security Pacific's lawyers, -

last year despite the failure to
pass legislation during the last

Congress.
The second development has

been a shift of emphasis in ttw
world of banking regulation
from the limited, aithnngh cru-

cial, issue of breaking down
the 1933 Glass Steagall Act
which separates commercial
and investment banking
domestically to the more
far-reaching question of har-
monising regulation globally.
Even as the Senate and

House Banking Committees
fought over details of their pro-
posed legislation to give banks
expanded powers throughout
last year, leading representa-
tives of both the banking and
securities industries argued
that the laws as they were
written would be out of date
before they were even passed.
The key to their argument

was that regulation could no
longer be seen purely in a US
light because both banks and
securities houses faced ever
more intense international
competition from overseas
counterparts who did not oper-
ate under constraints imposed
more than 50 years ago In a
vastly different world.
At home, US commercial

banka are still grappling with a
regulatory minefield but there
is light on the horizon. As soon
as Congress broke up late last

October, killing legislative pro-
posals for the rejreal of fliaaa

Steagall, five leading commer-
cial banka with aspirations to

*

be among the world’s leading

rities and certain mortgage- Duffy's ruling will be over-

backed securities. turned perhaps as eariy as the

Regulation of banks' access to the securities

industry is the most visible and persistent

strand of debate, says Janet Bush.

limits the underwriting and
trading positions of US com-
mercial banks overseas.

"

This, according to bankers,
is on a slow track partly
because the Fed is currently

grappling with another thorny
problem at home as overseas
hqpin! applying to underwrite
corporate debt in the US under
Section 20.

Some of these banks have
argued in their applications
that the same firewalls
required of US banks which
are designed to separate a
hank and its securities subsid-
iary and so provide a buffer
between the bank, which is

pr-**!

The Fed’s approval was con-
tingent on each bank filing
papers proving they met capi-
tal adequacy requirements.
Hue banks duly filed the neces-
sary papers and final authoris-
ation is expected imminently.
The Securities Industry

Association, which represents
the Interests of securities
houses, filed suit against the
Fed's decision but md not ask
for an injunction preventing
banka from starting bwlwoq
in the new areas. The SIA has
been largely unsuccessful in
fighting expanded powers and
was denied a request for a
quick hearing on the Fed’s
ttorffllnn.

Mr Rachel Robbins, manag-
ing director and general coun-
sel to JJ?. Morgan Securities,
said that the banks would be
free .to go ahead with under-
writing corporate debt once the
Fed has given final approval.
Another legal battle being

fought by hanks is in Manhat-
tan's second circuit appeals
court. In December last year.
Judge Kevin Duffy overturned
an earlier decision by Mr Rob-
ert darks, US Comptroller of
the Currency, another leading
proponent of more bank paw-

summer, argued that. It is
absurd that ha»nkq are not
allowed to underwrite an issue
of assets generated by their
own. business but must forgo
the fees to an investment hank.
Another major strand of reg-

ulation is the current rue
under Section 20 of the Glass

.
Steagall Act which allows
"bank holding companies to
underwrite and deal in ineligi-
ble securities on a principally
engaged theory."
So far, principally engaged

has been interpreted as up to
five per cent of gross revenues.
There are high hopes within
the banking industry that the
Fed will raise this to 10 per
cent, also as eariy as this sum-
mer.
Regional banks, which under

the 5 per cent rule would flnrf
it difficult to compete in under-
writing, have been lobbying
the Fed to raise the Unfit to
allow them into the securities
business.

International regulation -
both of TO banks overseas *md
foreign banks in the US - is
becoming increasingly cbto-

rn that subsidiary.

'Because foreign banks do
not have federally insured
deposits, they object to the
stringent and often costly
requirements of firewalls.

Barclays-Bank Of Britain, for
example, is seeking to exempt
its branches from the securi-
ties firewalls by allowing them
to lend to its securities subsid-
iary Barclays de Zoete WeddL
At the same time, US banks

are worried that the Fed may
impose similar firewalls on
their overseas activities as an
their domestic securities busi-
ness.

They argue, with some justi-
fication that this Imposition
would put them at a competi-
tive disadvantage with their
foreign counterparts who do
not face such structural coan-

The Fed is also fa
review its Regulation K which

The Fed confirmed in March
that \ this idea was being
actively discussed within the
central bank although there
appears to be disagreement
among officials about the idea.

Regulation of banks’ access
to the securities industry is themost visible and persistent
strand of debate. However,
there are many other issues
.such as whether hanks shttnia
be able to sell insurance and
re^^tate, the whole question

banWng^bich is

the entire

Jhce qwtem. These are busy
for regulators.

A mood of caution prevails
Continued from page 1
pects for US financial services
could well be better than many
of the pessimists on Wall
Street now suppose.
In the lonfrtom, American

companies have one unique
advantage in the competition,
for market share In the world-
wide financial industry — a
business tbat is bound to be
one of the great intenmtional
growth Industries of the
future. This key advantage Is
quite simply that financial
markets around the world are
Steadily being restructured, in
emulation of the American
model
As Europe, Japan and even

the developing countries liber-

alise their financial industries,
the market experience embod-

ied in US banka, securities
house, tnwto'wnt Inutiti itbrnn^

and merger boutiques, will
become steadily more valuable.

With lock and good manage-
ment, Hila fnnd of sidll and
experience should mare than

offset, the relative financial
weakness ofmany US financial

institutions in a global battle

with much more strongly capi-

talised Japanese and European
giants which occasionally sug-
gests a' David and Goliath
struggle.
The astronomical prices paid

last year by Japanese financial

institutions for minority stakes
in newly-formed merger bou-
tiqaes.are the most the obvious
Illustration of this phenome-
non.
Less widely publicised, but

more pervasive, there is the
mcreasnig prominence of the

mergers and acquisition
Jrasinres; as well as in securi-
ties trading in London.
There are the growing signs

that Wall Street leveraged
buy-out specialists are seeking
opportunities to errand their
operations to the UK. Even the
integration of Europe after
3S92Jfl hkely to benefit at least
a handful of the biggest US
commercial banking institn-
timuk which probably have bet-
fcw than any of the EurOTean-
based banks in each of the
community's individual mar-rare

m oankmjtrance services ot

flffew^P
i
*Lind8X fntun

- mni
equipped.

tfcey reach this iaNe Eldorado, however, A
companies will proa

Pass through a*more Wan 4.
*

Eventually, therefore, the
gfobal trend towards freer and
more innovative capital max-

—*«« jvsrn ttLoanger ha

gsrsfifs
ffggWne ylth m ingj

fatmeT ^ pro8p
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Janet Bush on prospects for the bond market Tough questions are being asked on Wail Street, says Anatoie Katetsky

Three points of view
THE US Treasury bond market
battled gamely throughout a
full year of successive mone-
tary tightenings by the US Fed-
eral Reserve as it marshalled
its ammunition against the
inflationary pressures built up
over nearly seven years of eco-
nomic expansion.
The Fed started tightening

in March. 1988, and finished in
around February of this year.
After much vociferous debate
within the policy-making Fed-
eral Open Market Committee,
the Fed reversed the very last
of these gradualist tightening
moves on June 5 and 6, allow-
ing the Fed Funds rate to fall
by a mere quarter-point.
That slightest of eastngs

long bond yields phimmetting
to within a whisker of 8 per
cent, a level not seen since
before the Fed began its mone-
tary squeeze.

In the space or a few. short,
fun-filled days for bond trad-
ers. the damage to interest rate
levels and bond prices wrought
by a year of tightening was
undone.
The question now faring the

bond market and economists is

whether the enthusiasm of
bond traders will undo the
anti-inflationary work done by
the Fed, re-ignite the economy
and put renewed upward pres-
sure on inflation which can be
particularly pernicious at the
tail-end of an economic expan-
sion when industrial capacity
and labour maArts are Hght

This all depends on the view
of how fast and how signifi-

cantly the economy is contract-
ing. how dangerous or benign
the build-up in inflation has
been and what the official
response to developments in
the economy will be.
The plunge in long-dated

Treasury bond yields to nearly
8 per cent in early June
reflected a hardening and
broadening consensus that the
US economy was headed for a
soft landing with slower, sus-
tainable growth and controlled
inflation.

That scenario, coupled with
the added boost of political
uncertainty overseas burn the
devastating events in China to
the waves of scandal hitting
Japanese government minis-
ters, outgoing and incoming,
attracted heavy new invest-
ment from overseas into the
bond market and the dollar.

It was difficult to sift

through the evidence and
decide whether the dollar was

being bought to invest in
bonds or whether bonds were
being bought because the dol-

lar was so strong. Economists
started craning out with fore-
casts of 7*4 per cent long bond
yields within a few months and
the bond market appeared to

have decisively broken the
three-year bear market which
began in mid-1960.

After a heady two weeks or
so at the beginning of Jane,
the optimistic picture became
slightly muddied. On June 15,

the dollar soared to its highest
level against the Japanese yen
for more than two years and
its peak against the D-Mark
since November. 1986.
However, In the same day,

the dollar then plunged by Y6
and DM6 and the yield on the
long bond jumped to 8^8 per

Opinions depend
greatly on how US
economic prospects

are viewed

-

cent, back within the trading
range which had prevailed
since the Fed started tighten-

ing.
There are still distinctly

opposing camps who see very
different developments in the
economy over the next year or
so and therefore various fates
for the bond market. They can
perhaps be divided into three
points of view.

The first, which has
become increasingly dominant,
is the soft landing camp. They
believe inflationary pressures
peaked in the first quarter and
that the Fed will engineer a
slowing in growth while avoid-
ing a recession. This scenario
is very good for bonds.

The second ramp predicts
that the US conid achieve
lower, sustainable growth but
that inflation would continue
to rise, albeit at a slow rate.

This would, over time, erode
the .value of bonds but there
should be no dramatic selling.

This camp believes that the
current Administration and
the Fed will at all costs avoid a
recession which wonld
severely impair budget reduc-
tion and threaten further chaos
to the thrift and banking
industries.

The third camp - the
most pessimistic - believes that
inflationary pressures are still

considerable and that the
recent plunge in interest rates

coupled with a small easing by
the Fed will produce an accel-
eration in growth in the second
half of the year, followed by a
recession in 1990 as the Fed
finally moves to extinguish
rampant inflationary pres-
sures.

This last view is well repre-
sented by Mr Eugene Sherman,
economist at the Federal Home
Loan Bank of New York, in an
article entitled “Financial mar-
kets have altered the economic

‘ outlook.’
He argues that the sharp rise

in the dollar and fall in interest
rates during the second quar-
ter will give the economy
renewed vigour and that the
economy will expand at sus-
tained growth rates of between
2.5 per cent and 3 per cent dur-
ing the rest of 1989 and into
1990.

He believes that the strong
dollar would serve as a partial
constraint on inflation rates
but that renewed economic
demand in housing and con-
sumer spending would counter-
balance this benefit.

“While inflation may stabi-

lise for several months near
term, it is likely to accelerate
again later in the year and into
1990 and will remain the major
economic problem over the
forecast horizon,"' Mr Sherman
said. “What is really worri-
some is that it will re-acceler-

ate from a base of 5 per cent or
more."
He predicts that by the

fourth quarter of this year, the
Fed will resume constraint in
monetary policy to combat
widening perceptions that
inflation is getting out of hand.
Problems snch as these

would be exacerbated by any
weakening of the dollar.

Mr David Hale, chief econo-
mist at Kemper Financial Ser-

vices in Cftfajiffn, believes that,

later this year, strong growth
in foreign economies and there-

fore rises in interest rates over-
seas will weaken the dollar.

Even at long bead yields of
8.35 per cent - around the
level reached after the mid-
June sell-off - be says that
“the bond market appears to
be discounting so much good
news about economic weak-
ness and disinflation that it

does not offer good value and
could correct when it becomes
more apparent to investors
that the struggle to restrain
inflation will require a sus-
tained period of high
short-term interest rates.”

Puzzle on rising equity
AS US equity prices
approached the all-time highs

they briefly touched in that
never-to-be-forgotten rally of

August 1987, there were three
obvious questions ringing

around Wall Street

Hie first was whether the

market could possibly gather

up enough courage in the com-
ing months to mount a suc-

cessful challenge to its record

of 2722.42 on the Dow Jones

Industrial Average.
The second was how much

further prices might ultimately
rise once the previous peak
was surmounted.

The third question was
less enthusiastic but perhaps
more urgent - was the return

Equities recently have

been offering

Investors reasonable
values

of bull market stock prices and
peak valuation levels setting
investors up for another Black
Monday?
An of these questions will be

answered eloquently enough
with the benefit of hindsight,

as they were in October 1987
when President Reagan pro-
vided the most perceptive, as
well as the most concise
account of what happened on
Black Monday.
“The market fell because 11

was too high," was his first

and only direct comment on
the crash.
However, since retrospective

analyses like thin are not murh
use to investors, analysts on
Wan Street hove been trying
harder than ^qia] to gauge the
market’s recent performance
with the kind of objective mea-
sures which had been dawhfrig

dear warning signals to any-
one who cared to pay attention
two years ago.

In relation to the experience
of 1987, there seems to be little

left to gam and much to lose in
the current level of stock
prices. At its recent 1989 peak,
the stockmarket was even
closer to its an-tlme high than
might have been suggested by
a cursory glance at the Dow
Jones Industrial Average.
The Dow, which reached

2J>19 in the second week of
June wonld still have 8.1 per
cent to go to hit its 1987 record.
But this widely followed

indicator substantially undes-
tated the strength of the entire

market, largely because of the
heavy weighting which it

accorded International Busi-
ness Machines, one of Wall
Street’s most notorious under-
performers since the crash.

The Standard & Poors 500,

which is the best single indica-

tor of America’s large capitalis-

ation blue-chip stocks, was
only 3 per cent below its all

time high by mid-June. Mean-
while, the Nasdaq index of
smaller companies came
within one per cent of its

record level and the American
Stock Exchange Index actually
exceeded its 1967 high in June.
There is, of course, no logical

reason why stock prices should
be constrained, even In the
short-term, by their historical
records. Nevertheless, consid-
ering what happened a few
months after the market last
approached these levels, it is

hardly surprising that the
bulls decided to take a pause in
mid-June.
To many analysts’ surprise,

however, the market pause
gave no signs of turning into
an all-out retreat or even a sig-

nificant correction. One reason
for the market's underlying
resilience was probably the
extraordinary strength of the
dollar and the US bond market.
These factors seemed to

attract big inflows of foreign
money to Wall Street this sum-
mer and provided some domes-
tic investors the chance to take
profits and re-adjust their port-
folios without unsettling the
market as a whole.
The most spectacular exam-
le of the underlying demand
US securities, as well as of

the portfolio liquidation by
some major domestic investors,

was Mr Carl Icaim’s disposal of
his 17 per cent stake in Texaco
shares, worth S2bn.
Mr fnahn was able to sell his

entire shares in a single

block trade (by far the largest
in Wall Street’s history) with-
out any serious adverse impact
on the stock’s price.

But the simple weight of
money argument has not been
the muin source of reassurance
for Wall Street in pushing
stock prices to within a hair’s

breadth of their 1987 records.

For even the sceptics admit
that stock prices today stand
on much firmer ground than
they did then in terms of fun-
damental value measures snch
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as price-earnings ratios and
dividend yields. The reason is

simply that corporate profits

and dividends have risen enor-

mously' during the two years
since equities last traded at

their present levels.

According to the latest sur-

vey by the Institutional Bro-
kers Estimates System of
Lynch Jones & Ryan. Wall
Street analysts currently put
the P/E ratio on the Dow Jones
Industrials at 10.1 to 10.8.

These are not very ambitious
valuation levels by historical

standards. The P/Es achieved
by the stocks in the DJIA, for

instance, have averaged 13.6

over the 50 year period since

1938. More significantly, the
estimated P/E on the Dow at

the market peak in August
1987 was about 16.

On the face of it, these fig-

ures are extremely bullish. For
if the analysts are right in
their estimates of 1989 earnings
(and. after all, the year is

already nearly half-way
through), the Dow could rise

by an astonishing 50 to 60 per

cent above its current level

before it reached the peak val-

uations of August 1987.

Dividend yields, which tend
to be much more stable than
the P/E ratios, tell a consistent,

if slightly less bullish, story.

The average dividend yield of
3.6 per cent on the Dow at pres-

There have been big

inflows of foreign

money into Wall Street

this summer

eat compares with a low of 2.8

per cent at the 1987 market
peak.
Thus, even without assum-

ing any dividend increases, the
Dow could rise 29 per cent,

before its yield declined to the

1987 level
Other, more detailed valua-

tion measures, such as the
ratios of prices to book value,

prices to cash flow and prices
tn onlps all send a consistent

message.
Equities at present are offer-

ing investors reasonable val-

ues, about in the middle of
their long-run historic range.
And in relation to all these
fundamentals, stock prices
today are at least 20 to 30 per
cent below the unsustainable
peaks they hit in 19S7.
To put it another way. the

standard statistical warning
signals on stockmarket value,
which were Hashing bright red

two years ago are now set on
amber, at worst.
Why. then, is the stcckmar-

ket not soaring even above its

1987 highs? Unfortunately
there are at least three serious
caveats about the valuation
measures.

Firstly, stockmarket prices
are based not just on current
corporate profits, but even
more importantly on prospects
for earnings in the years
ahead.
At present, most analysts

forecast that profits in 1990
will be even higher than in
1989. but an influential minor-
ity is starting to forecast
declines. Tbe IBES survey sug-

gests earnings growth of
between three and eight per
cent for the companies in the
S&P 500, but analysts at Drexel
Burnham Lambert, for
instance, project a 13 per cent
fall. Even assuming that the
bullish consensus forecasts are
vindicated, the profits growth
implied would be far more
modest than the 20 to 25 per
cent compound rate achieved
since 1987.

What this implies is that the
present valuation levels need
to be far more modest than
they were two years ago. since
they appear to reflect a cyclical

peak in corporate profits.

It is perhaps more instruc-

tive, therefore, to compare the
values represented by today’s

share prices not with 1987, but
with the three stockmarket
peaks before that, in 1961, 1977

and 1973. In those three years
the P/Es on the Dow Jones
Industrials stood at 6.2, 10.1

and 10.7 respectively. The divi-

dend yields came to 6.0, -L2 and
3.8 per cent.

In each of those years, there-

fore. the stockmarket seemed
to offer even better value than
it does today. Yet stock prices

fell by an average of 31 per
cent in the three bear markets
which followed those cyclical

peaks.
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Slowdown in the mergers and acquisitions business

Looking more sedate
MERGERS and acquisitions
looted last year like the next
great mother lode which Wail
Street was mining for profits.
As deal-volume boomed, scores
of firms poured people and
money into the business to try
to offset flagging performances
in securities trading and
underwriting.
When RJR Nabisco was put

into play late last October, the
record-shattering deal looked
set to drive the M&A business
to new heights. Nothing was
more dazzling than the nugget
investment bankers dug from
the S25bn leveraged buy-out.
They pocketed Slbn in advi-
sory fees.

Politicians In Congress and
state capitals expressed alarm
and spoke grandly or writing
new laws to curb the frenzied
activity. But by the time the
eye-popping purchase was com-
pleted some eight months
later, ibe M&A business was
looking more sedate, its pick-
ings slimmer and its future
less threatened by politicians.

The slowdown is attributed
mostly to changing economic
and market conditions. Interest
rates rose through the winter
making it more expensive to
finance deals, stock prices rose
sharply making targets more
expensive, and the economy
cooled making it less likely
buyers could profit from the
deals before the next recession
came.
Interest rates have fallen

sharply in the past month as
the Federal Reserve has eased
monetary policy a notch. But
no big pick-up in M&A busi-
ness is expected. Players are
chasing more, smaller deals
and looking increasingly to
cross-border transactions to
help them keep up their vol-

umes.
For advisors bemoaning the

dearth of megadeals, the com-
plex SlObn fight between Time,
Warner and Paramount has
come just in the nick of time.
The three parties have lined up
between them close to 30
investment banks, law firms
and other advisors.

Some advisors have even
hired their own advisors.
Senior Time and Warner exec-
utives said to be are carrying a
key list of between 80 and 100
names and phone numbers of
advisors’ personnel

All this has spiced up the
business a little from its bland
fby recent comparisons) first

quarter. In that period, 630
deals worth S46.6bn were com-
pleted compared with 736.
worth 842Jbn in the first quar-
ter of 1988. according to figures
compiled by fl)D Information
Services.

MERGERS AND ACQUISITIONS VALUED OV&t Slbn
Target Bidder Value ten State*

Warner Communications Time 13.0 Pending
Kraft Philip Morris 13.1 Completed
Time Inc Paramount Ccmmuftiactions io.r Pending
Lin Broadcasting McCaw Cellular es Pending
Sterling Drug Eastman Kodak 5.1 Completed
Lucky Stores American Stores 2.6 Completed
Tenneco’s Gulf of Mexico O&G Chovron 28 Completed
Southern California Edison San Diego G & E 2.* Completed
Borg Warnor Chemical Gs 2.3 Completed
San Diego Elec. & Gas Southern Calit Ediscn £.3 Completed
Hartford National Shawmut National re Completed
SMS International Dun & Bradstreet i.i Completed
SGI Holdings Telecommunications & Comcast 1.6 Completed -

TVV Services Coniston Partners IS Pending
United Artists Communications United Cable Television 1.6 Completed
Prlmerica Commercial Credit Carp. 15 Completed
Irving Bank Sank of New York 1.3 Completed
Cain Chemical Occidental Petroleum 1.2 Completed
E-H Holdings American Brands 1.1 Completed
Fidelcor First Fidelity 1.1 Completed
Worstar Fleet Financial 1.1 Completed

emr* Rmm Muim. ft, t+rw fork.

Although the quarter's vol-

ume held up on a year-on-year
basis, the latest period bene-
fited from the surge of deals in
the pipeline at the turn of the
year.
The second quarter figures

are likely to look disappointing
if the recently completed JR
Nabisco deal is excluded. More
crucially, it seems higbly
unlikely business will acceler-

ate later this year as it did last
For all of last year, a total of

3.637 transactions worth a
record S3I1.4bn were completed
compared with 3.565 worth
S2i9.5bn in 1987, according to
IDD’s figures.

Wail Street firms pocketed
last year Sl.28bn in advisor;
fees (excluding the RJR
Nabisco fees) compared with
S801.6bn a year earlier.

The advisory game broke
down last year into four
leagues. Goldman Sachs was in
a class of its own. advising on
S93.4bn of deals.

Next came First Boston,
Shearson Lehman and Morgan
Stanley at S74bn-S75bn each.
The third group was Drexel

Burnham Lambert, Wasser-
stein Perella, Lazard Fre res.
Salomon Brothers and Merrill
Lynch at S25bn-S39bn a piece.

And fourth: everyone else.
(With more than one advisor
on each side of a deal there is

a lot of double counting in the
IDD figures.)

Bandying around such num-
bers in front oF the public and
politicians was like waving a
red flag in front of a bull It

seemed every Senate and
House committee or subcom-
mittee called bearings, sound-
ed-off about the perils of take-
overs and drew up rambling
lists of prospective legislative
action.

The new Bush Administra-

tion reacted more coolly, sug-
gesting that not much needed
doing because the merger
boom would subside on its own
accord.

Its judgment has proved cor-

rect Quieter takeover markets
have cooled passions in Con-
gress. A deluge cf information
has also helped.
After two seasons of hear-

ings in the winter, “the politi-

cians are confused. They now
know they have a very com-
plex problem on their hands."
said Mr Jeffrey Schaefer, direc-

Quieter takeover
markets have

cooled passions in

Congress, says
Roderick Oram

tor of research for the Securi-
ties Industry Association.
“The hearings have given

them a more balanced view
about the restructuring of cor-
porate America. The lack of
consensus among politicians
also shows them there are no
easy legislative solutions." he
added.

In fact, it looks as though
Washington is unlikely to pass
any laws having a significant
impact on takeovers. The SIA,
which generally opposes such
legislation, is worried though
that Congress might speed
through a tax revenue measure
linked to takeovers as a last

minute effort to pass a fiscal

1990 federal government bud-
get.

It might, for example, limit

for income tax purposes the

deduction of interest expenses
incurred in debt financing of
takeovers. But such a law
would simply reflect a need to

raise revenues rather than “a
reasoned decision that this is

an aspect of takeovers that
needs to be addressed.”
With Washington bogged

down is the complexities of the
issues, a lot of focus for legisla-

tive action has swung back to

state capitals. Companies have
found it much easier to win
some protection from take-
overs from politicians in their
home states.

New York State, for exam-
ple, recently passed a law that
prohibited interest deduction
in state corporate tax calcula-
tions if a leveraged buyout
increased the target company’s
debt to equity ratio by 100 per
cent and its debt to assets ratio
by 60 per cent
"The law will probably not.

in all practicality have much
affect.” Mr Schaefer said. “But
from a policy point of view it is

bad legislation which sends the
wrong message to other states
and Washington.”

It fails to deal with real prob-
lems such as the need to cut
oat the double taxation of divi-

dends. once on the profits
earned to fund the dividends
and once when the dividends
are is the hands of investors.

Ironing out such anomalies
would reduce the attractive-
ness of debt financing.
But in the meantime, many

people on Wall Street say they
are happy that the political

stalemate is keeping the M&A
playing field as open as possi-

ble. It is one factor which
should help them try to drum
up business to justify the big
commitment of people and cap-
ital they have made to the
activity in recent years.
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Jamie Buchan examines the prospects for LBOs

Whatever happened to

the leveraged buy-out?
AT THE end of last year,

everybody os Wall Street and
in Washington was talking

about leveraged buy-outs. A
deal to take RJR Nabisco
private had just broken every

financial record in the book
and S30bn. in equity money
was sloshing up and down
Wall Street, looking for a
repeat A furious debate was
raging about what leveraged
buy-outs meant for the
economy: were they
hamstringing American
business with debt - or
creatingnew breed of
committed manager-owners?
So far this year, there has

been precisely one leveraged
boy-out of any size or
significance: the $1.2bn
buy-out, financed by Salomon
Brothers, of the Grand Union
supermarket chain.

Clayton & Dabilier, the
specialist buy-out firm, is

attempting to assemble a
gl.8bn bay-out of the troubled
Beverly Hills hospital
management group, American
Medical International Other
deals may surface over the
summer. But it looks like 1989
will not begin to match the
$364Hra in deals (including
RJR) arranged in the last

quarter of 1988.
Wall Street has found all

sorts of reasons lor the
slowdown. Of these, probably
the least important is the
drive in Congress to restrict

leveraged buy-outs. At one
point, no fewer than half a
dozen Congressional
committees were holding or
planning to hold hearings on
LBOs.
In a leveraged buyout, a

company is bought with debt
which is then paid back
through the enterprise’s
profits or by selling off its

businesses. Opponents say that
fiie high levels of debt risk
imperilling file company's
future simply to reward a
handful of cynical managers
and Wall Street money men.
Much of the debate

concerned restricting the tax
advantages enjoyed by debt
financing - which is tax
deductible - as apposed to
equity financing, which is not
But the rise of the junk bond

has so blurred the line

between equity and debt that
the debate has become too
complex and obscure,for many
Congressmen. Wall Street

LEVERAGED BUY-OUTS
Some of the largest, 1988-89

COMPANY - PRICE Sm STATUS

RJR NABISCO 25000.0 Completed
KROGER 3918.3 Completed
MOBIL'S MONTOGOMEHY WARD UNIT
HOSPITAL CORP. OF AMERICA'S

3800,0 Completed

104 FACILITIES 3800.0 . Completed
FORT HOWARD- PAPER 3570.0 Completed
HOSPITAL CORPORATION OF AMERICA 3300.0. Completed
AMERICAN MEDICAL INTERNATIONAL 3000.0 Pending
AMERICAN STANDARD 2459.0 Completed
ALLEGIS 2*00.0 Completed
KRAFTS DURACELL UNIT 1800.0 . Completed
J.P.STEVENS 1216.3 Completed
STOP N" SHOP 7213.2 Completed
1C INDUSTRIES' PNEUMO ASEX 1200.0 Completed
OHIO MATTRESS 980.0 Completed
KENDALL 960.0 Completed
CNW 850.0 Pending
INSILCO 950.0 Completed
UNlRCYAL GOODRICH S50.0 Completed
PAYLESS CASHWAYS 907.0 Completed
AFG 883.4 Completed
AMFAC 800-0 Completed
BEST PRODUCTS 685.0 Completed
COLT INDUSTRIES 660.0 Completed
LEAR SiEGLER SEATING CORP 500.0 Completed
IWCXES 478.0 Completed
SPECIALTY EQUIPMENT 35O.0 Completed
WVHEREHOUSE ENTERTAINMENT 190.0 Completed
FARM FRESH INC 181.0 Completed
UL'NFORD 72.8 Completed

Comport by RMa Nmcborr*. FT. Now Yoifc.

contributed to the obfuscation
and Mr Nicholas Brady, the
Treasury Secretary, has given
no clear direction either way:
though temperamentally
distrustful of leveraged
buy-outs, he seems reluctant •

to tinker with market
mechanisms.

A more potent influence has
been file Federal Reserve. Is
the months between the RJR
Nabisco deal in early
December and the first week
of June, the Fed poshed up
short-term interest rates by
one and a half percentage
points, sharply increasing the
cost of borrowing money.
The rise in interestrates

co-incided. rather unusually,
with arise in stock-market
values, with the Dow Jones
Industrial Average op around
15 per cent in six months.
Takeover financiers were
squeezed at both ends, with
both finance and potential
targets becoming daily more
expensive. Without a takeover
market to stimulate defensive
LBOs, business was bound to
be thin.

RJR itselfwas a formidable
road-block to deals. LBO
financiers are unanimous in
saying that the buy-out of the

tobacco and food group by
Kohlberg Kravis Roberts, the
market leader, is one of the
most soundly constructed
buy-outs ever assembled. But
the sheer size of the deal, at
S25bn. threatened to squeeze
Wall Street’s traditional

sources of bank finance and
subordinated debt till they -

squeaked.
As It tamed out, the sale

Definite answers will

have to wait regarding

the virtues and vices

of leveraged buy-outs

by Drexel Burnham Lambert
and MerrillLynch of the key -

$4bn in junk bonds in mid-May
caught the crest of a rally in
the credit markets and was
llttie short ofa triumph.
The Issue was instantly

raised to the category of
'bluechip junk*, attracting
many purchasers who have
staled away fromthe ran of
junk bonds.
The removal of the RJR •

obstacle and the decline in
interest rates since then
should open theway for

farther takeovers and
leveraged buy-outs. But as

Mr Gerry Angulo of First

Capital Partners, a Wall Street

money manager, suggests that

current equity values - with
file Dow around 2,500 — are

quite a deterrent
“Ifthe Dow goes to 3,000,

nilLBOs will dry up,” he says.

tjik» many other Wall Street

people who have looked
closely at the LBO market,
Mr Angulo believes that prime
candidates ofmedium size

have been picked over in the
past five years and there is

little value left.

"That leaves only the very

large companies and the very
small,” be says.

But another giant LBO of
tize RJR type would surely

set the Congressional mill
tnrwing in Washington while
it is hard to attract competent
managers and deal people into
pna)| transactions.
American Medical, for

' example, looks as if it will

prove tough sledding even for

a firm as experienced as

Clayton & Dabilier. The
company has had trouble
adjusting to increased
competition in.health care and
earned only fl8.6m on
revenues of$L3bn in the first

half of its 1989 fiscal year.

According to sums done by
Ms MImi Willard, of Shearson
T-ghman Hutton, American
Medical could probably
finance from its own rash flow
a buy-out of Sl-8bn - but with
only Sl2m in annual profits

to spare. As Mr Martin
Dabilier, chairman of Clayton
& Dabilier, himself said; “It's

a tough situation.”
Meanwhile, the firm may

have to pay more than SLSbn
ifa serious rival offer

emerges.
As for the great question

over the virtuesand vices of
• LBOs, definitive answers will

hove to wait Eight years iff

economic growth and
relativelylow interest rates
have allowed even the shakiest
LBOs to survive and prosper
only a couple of deals have
gone awry.
faa fall-scale recession,

markets wifi contract and
junk bond buyers will discover
there is no equity cushion
between them and missed
interest payments.
What happens then, is

anybody's guess.

Georgia.

Europe^New U.S. Headquarters.

LIKE the hero of some
swashbuckling movie, the junk

.

bond market lives from scrape
to scrape, one moment in the
most deadly peril, the next
free, impudent and without a
care.

The market has exactly dou-
bled in size in the last two
years and some S200bn in origi-

nal-issue high-yielding corpo-
rate bonds now nestles in the
portfolios of professional inves-
tors and mutual funds. But
junk bonds remain enigmatic
securities, hard to define and
even harder to predict.

Junk bonds, which in their
modern form are high-interest
bonds issued by new, heavily
indebted or otherwise risky
corporations, have passed
through three bad patches
since Drexel Burnham Lam-
bert popularised them in the
first half of the 1980s.

Is each case, the price of the
junk bonds tell so for that their
Interest yields were 5 percent-
age points or more than the
yields of bonds which carry no
risk of default, such 3s Trea-
sury issues. Each time, the
market has recovered.
The first and most severe

challenge for the market came
in November. 1S86. when news
broke on Wall Street that Ivan
Soesky. the celebrated specula-
tor in corporate takeovers, had
settled charges brought by the
Securities and Exchange Com-
mission and was supplying evi-

dence to a government inquiry
into Wall Street fraud.
Much of the recent Hood of

junk bond Issues had been for
takeovers and the market was
terrified Implausible as it now
sounds. Investors feared that
the Government would roll up
Drexel Burnham's network iff

junk-bond takeover artists and
besiege the firm Itself.

Might not even Drexel Born-
ham Itself be so embarrassed
that it would not be able to
maintain liquid markets in its

own issues?
Junk bond prices took until

the next spring to recover.
Other Watt Street firms merely
moved in to exploit Drexel
Burnham's embarrassment,
chipping away at its once over-
whelming share cf new junk
bond Issues and capturing
same of the big underwriting
rees.

At bottom, the Boesky crisis

was a matter of questionable
people, not questionable securi-

ties: the big takeovers and
leveraged buy-outs financed by
Drexel Bumham during this
period have survived quite
comfortably.
The firm itself eventually

made its own humiliating set-

tlement with the SEC and
criminal prosecutors, it was
farced to suspend its junk-bond
mastermind, Mr Michael
Milken. Thy market far new
issues has not regained the
heights cf 19SS. when $32.4bn

, The junk bond market

Enigmatic
securities

Junk bond issues "
.
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in bonds was underwritten, but
R remains busy with $3l.lbn in
aew underwriting* tn. 1987 and
$27Aba in 1988.

The second great chaEsags
was the Stock Market Crash of
1967. Junk bonds have always
somewhat resembled equity;
junk bond investors are
looking for the risks and
rewards that go with owner-
ship, rather than the security
of principal and interest that a
conventional Lender seeks.
When stocks collapsed, it

was inevitable that junk bunds
would fall wfch them. tfll the
average issue was yielding
something over 5.5 percentage
points more than Its Treasury
equivalent. There seemed a
real threat chat the Crash
would usher in a recession,
which would bankrupt the
most optimistic junk-financed
takeovers and leveraged buy-
outs.

This throat did not material-

ise and; by the spring of last

year, yield differentials were
once again back around 4 per-

centage points.

But the threat of recession
continues to haunt the junk
bond market. Investors are
uncomfortably aware that the
new crop ofjunk bonds has not
been tested at every stage of
the economic cycle. The stock
market is hanlring gjj g COUPfe
of quarter* of slower economic
growth to squeeze inflation -
though not. it Is hoped, com-
pany profits - but even this

‘soft, landing' might prove too
hard for many highly lever-

aged junk-bond companies.
it was anxiety of this sort

that sent the market through
its third rocky period ia April
and May of this year. The
bonds of Allied Stores and Fed-
erated Department Stores,
businesses thought particu-
larly vulnerable to a recession-

ary foil in consumer spending.

.
were yielding the best part of
20 per cent The average yield

• premium, to Treasuries was
just short of 5 per cent.

Admittedly, this spring saw
a heavy calendar of offerings,

culminating in a $4bn issue of
bonds for the leveraged buy-
out of RJR Nabisco, which
Drexel Burnham Lambert and
Merrill Lynch started selling in

mid-May. As a purveyor of
tobacco and food products. RJR
fa. a business more resistant
than most to temporary eco-
nomic recession.

The offering was a great suc-
cess, the bonds went to a pre-
mium and Wall Street could
aiiifli'm that Drexel Burnham,
even without Mr Milken, is a
formidable salesman of bonds.
But many mutual funds were
forced to clear out a junkier
inventory to make room for the
RJR bonds and this may have
contributed to the weakness in
the market
The market was also unset-

tled by a small, but typically
heated, academic row over the
safety of junk bonds from
defau lt Wall Street's favourite
study on the issue, published
by Mr Edward Altaian of New
York University in March 1968,
argued that the average default
rate in the years between 1978
and 1987 were just 1.84 per
cent But a new study by Mr
Paul Asquith of Harvard Busi-
ness School, published in May,
suggested that 34 per cent of
the junk bonds issued 10 years
ago had by now defaulted.
The results, in fact may not

be as contradictory as they
sound. The junk bond market
has grown so fast that it is
quite plausible that only 2 per
cent of all outstanding bonds
default In any given year, that
is still $4bn worth of debt
But junk bonds, like other

debt securities, are more likely
to default as time goes on. The
Harvard study found that
while 34 per cent of the bonds
issued In 1977 and 1978 had
defaulted by the beginning of
last November, the percentages
were in the low 20s per cent for
bonds issued from 1979 to 1983
and wril under 10 per cent for
1984 to 1986.

Meanwhile, the high inter-
est-rate premium, once com-
pounded over the years, will
make up for quite a high
default rate.

The Harvard group do raise
an interesting question. So far,
they say. the “true defeat
rate” on junk bonds has been
obscured by the explosive
growth of the market
What if the market peaked

in 1986 and will continue to
stagnate? Eventually, jong
bond portfolios will cease to be
dominated by recent issues
TOth tow default rates. It will
be an interesting time for the
investor.

Jamie Buchan
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Wb see things a .'little differently.

When we looked at our portfolio of

boat loans, we spotted an opportunity

: that many others missed. We saw

a way to package these loans into a

high-grade security, opening up a

brand-newmarketfor both issuers and

investors alike.

Even more .important, Chemical

helped unlock the same potential for

corporate clients. Duringthe past year,

our affiliate, Chemical Securities,

Inc., helped package and sell securi-

ties backed by Chrysler Financial

Corporation’s boat loans, Banc One

Ohio Corporation’s auto loans, and

Fleetwood Credit Corp.’s recreational

vehicle retail contracts.

As a result, in 1988 Chemical

Banking Corporation was number one

among all banking organizations in

asset-backed securities. And the

Chrysler transaction made Chemical

Securities the .first bank-affiliated

underwriter to lead-manage a public

issue for a corporate client.

You may not have boat loans on

your balance sheet. But other value

may be hidden there. To help you

discover it, you need specialists like

those at Chemical— advisors with a

different perspective.

CkmicalBaak
The bottom line is excellence?
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FT HAS been a long thw» since
Wan Street firms have had to
work so hard far a living. Their
traditional lines of business
continue to deteriorate while
newer ones are fafltng to fulfil

their initial promise.
As a result, firms are having

to take more of the same medi-
cine they help flrah out to oth-
ers such as mergers, acquisi-
tions, restructurings, staff *nd

t cuts.

US securities industry's
c profits are forecast to

sharply ftia year from the
J2.5bn reported last year.
Although the 1988 figure was
double the severely Crash-de-
pressed levels of 1987, it was
only half the hon?mga year of
1988.

"It is the worst recession
we’ve had in a decade,” says
one disconsolate senior Wall
Street executive.

On a more optimistic note,

Japanese flans are foiling to

Wall Street firms’ traditional lines of business continue to deteriorate, says Roderick Oram

Hard slog for brokerage houses
improve their retail businesses

in the absence of renewed
enthusiasm small investors.

Morgan Stanley, fix' example,
has shifted its less active insti-

tutional investor to its retail

department where they are

charged mere fiar less service.

But life also remains hard in

institutional departments.
Investors are trading less

actively, partly because of

uncertainty about the eco-

nomic and marfcp* outlook but

The US securities

Industry’s pre-tax

profits are forecast to

fall sharply this year
from the $2.5bn

reported last year

make major in-roads into Wall
Street's main activities, forcing
them to rethink the scale and
direction of (heir US expansion
strategies. For a while kmger,

turf remains an advan-
tage to US firms.
Trading and underwriting

activities are proving the hard-
est slogs for Wall Street Even
the stock and bond market ral-

lies this year have foiled to
restore to full health these
businesses which suffered
badly in the October 1987
Crash.
The bleakest corner of all is

retail brokerage. As a group,
the largest full-line retail
houses such as Merrill Lynch
and Shearson Lehman Button
lost money on retail customers
last year.

It was unsurprising since
their revenues from commis-
sions and mutual fund sales
fell 33 percent and 31 per cent
respectively from year-earlier
levels, according to the Securi-
ties Industry Association. New
York Stock Exchange volume
was off by more than a third.

The regional brokerage firms
fared a little better. They
remained profitable, though
they turned in their second
worst year for profits thin

decade. Their revenues from
cammisslans «nH imthuii fond
sales foil by 27 and SI per cent
respectively.
National and regional firms

are tryinganumber of tacks to

also because they have
changed their investment
objectives, argues Mr Sam Uss,
Salomon Brothers’ securities
industry analyst, in a recent
major report.

Less business means more
competition which has driven
down commissions on big insti-

tutional trades to around 8
cents a share - barely a
break-even level far the firms
- from around 8 cents at the
height of the bun market two
years ago. -

Its no better ova: in band
departments. The revenues of
primary dealers in government
bonds fell to 8500m last year
from a record $2hn in 1988,
prompting a pullout by Lloyds
Bank of the UK, for example.
While some firms want to

move out of the retail business,
others handily want to move
in. Prudential-Bache Securi-
ties, for example, recently
agreed to buy Thranson-McKin-
non, a medium-sized, old line
firm, for an estimated 860m.
The deal will increase the
number of Pro- Bache brokers
by about a third, letting It vie
for third place with Dean Wit-
ter Reynolds after the giants of
the business, Merrill LYnch
and Shearson Button Lehman.
Pru-Bacbe is willing to take

a contrarian view and put
money into the retail business,
said Mr George Ball, its chair-

man. II believes the right retail

strategies can generate profits.
Another buyer is Mr Sandy

Weill, the architect of Shearson
Lehman's rise in the 1970s and
early 1980s. He returned to
Wall Street last anfawn when
Commercial Credit, the com-
pany he part owns, bought the
assets and took the name of
Prlmerica, the flnawrfni ser-
vices conglomerate which
frnninriftn Smith Barney, Harris
Cphaxn.

*

This vear he has added to
Smith Barney's retail network
many choice branch offices
shed by Drexel Burnham Lam-
bert.

Underwriting is also in the
doldrums. Although the indus-
try managed to underwrite
870bn.of defat andeqtrity in the
first quarter of tins year, about
tLSba mare than a year ear-
lier, only a hefty increase in
Junk bond issues helped save

Weft Street firm* am having
to take more of *)• medtein*
my iMlpgm to otlMra, such— me

t
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CENTRALLY
AND PROFITABLY

LOCATED
When it’s time to start expand or relocate your

business in the United States, it's also time to discover

the benefits of Arkansas. Come discover Arkansas’
convenient central location in the heart of America,

with more than 40% of the population and effective

buying income of the United States within a 550-mile

radius of our state.

Come discoverourcomprehensive multi-mod-

al transportation network that provides easy access to

markets throughout the United States and the world.

Come discover why European companies such
as Cyro Industries (Germany), Alton Packaging Corp.

(Ireland), Falcon Jet(France), Bekaert Steel Wire Corpi

(Belgium), National Old Line Insurance (The Nether-

lands), Siemens Energy and Automation (Germany),

Poulan Weed Eater (Sweden), and Favorite Check
Printers (England)—just to name a few—have already

located in Arkansas.

Discover the benefits of locating in the heart of

America. Discover Arkansas.

BEKAERT STEEL
WIRE CORK

CYRO
I0UST1BE&

For more information on Arkansas and bow we can work
well for you, please contact: State of Arkansas/European
Office. Mr. Peter Armstrong or Ms. SytriQe Magee. Avenue
Louise 437 (Bte. 4), B-1050 Brassed Belgium.

Telephone (2) 649 60 24 Tdex 62062 Fax (2) 649 4807
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the day.
In stocks, for example, there

were only 39 Initial public
offerings worth S&lbn m the
period, the first time since 1382
than less than SO companies
went public in a quarter.

National ami regional

firms are trying a
number of tacks to

improve their retail

business

In municipal bonds, issue
fees have fallen to 85 per $1,000
band from 820 in 1985.
With most traditional trad-

ing activities reduced essen-
tially to commodity-style busi-
nesses, Wall Street firms have
accelerated their drive into
businesses generating fees or
giving tbs firms the chance to
trade an their own account

One drift, for example, is to

fee-based services such as asset

management Most of the lazi-

est firms are reporting large

increases in the volume of
money they manage for inves-

tors and the resulting foe reve-

nue. Such foes ruse 14 per cent

in the first quarter at Merrill;

Lynch, for fyawpln-

Far more important is the
rush m*n mergers and acquisi-

tions, cHscussedin an accompa-
nying article. Who would have
dreamt a few years ago, for

example, that a mid-ranked
fhm Kwh as Donaldson Lufkin
Jenrette would be named as a
leading advisor for a big take-

over, as it has been in the case
of NWA, the US air carrier.

But aside from a few huge
deals aside, volume has
dropped sharply since the turn
of toe year, forcing firms to
scramble after more but much
wmBw transactions. This, in

'

turn, has Jett fewer opportuni-
ties forfirms to bond merchant

businesses by invest-

ing their own capital in deals,

pioneers are well placed.

Morgan Stanley, tor zxm&te,

has an. ownership interestm,

some 40 companies it

Should ^
turn prove severe, mereggg -

SSjJ* could be toe oertj™
Street horror story*,

the scraioNe fcr

intensifies- . .
Soueering out more

oifoPartfol JgjKf

sssssjssM
Sort* after tte. Crjsh.

so

Investors are trading

less actively, partly

because of uncertainty

about tfie economic

and market outlook

plan to keep these investments

for ever, so selling them off

piecemeal wffi make a welcome
contribution to Its profits for

some time to came.
Others coming later to mer-

chant banking, particularly as
the US economy draws ever
closer to its.not reeesstari, are
putting their capital at greater

risk. -

__ __ after the

sasr&Stf'-B
expected soon.

“There's stffl too much
says Mrw

who follows the

Upper Analytical
rrn

As Wan Street Mwcutfrwi

straggle to rabiriM thdraj^
profitability, one harsh feet t»

SSJSTfer from their minds.

Hie securities' Matty's pre-

tax return on <"40*2*i”?
down in fr*J“

around 30 per cent in the mid-

dle of the decade and near SO

per cent at the beginning.

Many of the firms’ Industrial

rfhmte; in contrast, are cruis-

ing along at 20 nine ner cent
Physician, heal

'

Specialist boutiques in investment banking

A superleague success story
THE RISE of Wasserateln
Barella & Co, the Investment
bank, has been nothing short
of remarkable.

Xu little mare ft«n a year
since Mr Bruce Wasserateln
and Mr Joseph Perella stomped
oiri of First Boston, they have
built one of the most dynamic
advisory teams in the lucrative
mergers and acquisitions boa-

investment banks are
increasingly using

their own money to

buy equity stakes in

companies,
sometimes controlling

stakes. How far will

they go In becoming
corporate managers,

asks Janet Bush

activities began to be replaced
by the fees earned from merg-
ers and acquisitions advisory
work.
Bruce Wasserateln and

Joseph Perella were reputedly
responsible for almost all First

Boston’s profit in the year
before they Jumped ship, a
stray replicated in many other
firms where M & A fees had to
make up for shortfalls in
highly expensive, people and
technology intensive trading
rooms.
Why should the M & A

department cover for deficien-

cies in other areas, the defec-

tors argued? And why
shouldn't the rich pickings
from M & A work go to the
people who won the business?
Another oft-cited reason for

leaving the large firms is that

they have become too bureau-
cratic for the fast-moving
world of takeovers which
requires quick decisions and
tends to be peopled fay highly
individual taientB.

Another motivation for leav-

ing strikes at the very heart of
what many believe is

with the oligopoly of huge,
service securities houses on
Wall Street: that “they have
forgotten how to serve their
customers.”'

Investors (and independent
money managers) argue that
same large securities firms will

browbeat their clients into

buying the in-honse mutual

In 1988, their first year of
business, Wasseratein and Per-
eOa and a staff of only 50 pro-
fessionals ranked sixth above
such seasoned giants as Merrill
Lynch and Salomon Brothers,
despite the fact that the com-
pany missed the first quarter.

In the first three months of
this year, Wasserateln Perella
had strained up the rankings of
top fftmnriai advisors in merg-
ers and acquisitions to an
impressive fifth place, advising
on deals worth 87Atmu
Above Wasserateln Perella

on the rankings were Morgan
Stanley with 30 deals. First
Boston with 81 and Drexel
Burnham Lambert with 20.

Wasserateln PereDa's fourth
place was won with only eight,
very large deals which attest to
this small team's ability to
attract business from of
the biggest companies in
America.
A noteworthy comparison

can he made with fifth-place

Shearson Lehman Hutton
which did 30 deals which atfll

only amounted^to $72ba.
Wasserstcdn Perella started

life in the superleague. The
example of Bruce Wasserateln.
and Joseph Perella has been
followed by numerous other
leading talents in the M & A
field who have, for numerous
reasons, chosen to leave the
large Wall Street securities
houses and set up on their
own.
One of the prime reasons

was that, in the year after the
October, 1987, stock market
crash, commissions plunged
and trading vohmas and there-
fore profits fen. The
stream from these
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LAZARD FRERE3 2,1724 12 44 ft
- - a 1.1

GOLDMAN SACHS 2.000.1 13 42 .8 8 LI
DONALDSON LUFKIN 12822 14 32 6 T4 08
BEAR STEARNS 1.262.9 15 .23:

• '

.3 8
'

LI

TOTAL 493853 707

LMADMO AOQUnn ADVISORS
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: ftaf

-• **In as» ; ,

MORGAN STANLEY 62163 1 132 7 •; 4 •

. 13
S.G.WARBURG 6,7572 2 112 t ..-.as - -4L1 ...V

J.R-LtORGAN SjBBSJt 3
.

113 3 r -

.

r ;*<*.
FIRST BOSTON 3324.4 4 37 » 2,
MERRILL LYNCH 2.0532 5 41 7 4 -13
WASSERSTBN PERELLA 1210.0 6 &7 ft a -0.4-
DREXEL BURNHAM LAMBOTT 1.764.1 7 32 8 3 1.1

SALOMON BROTHERS 12813 0 34 3 a . 04
LAZARD FRBRES 12742 9 22 4. a ae ,

SHEARSON LEHMAN HUTTON 1,182.0 10 2A 11 i
* 12

KIDDER PEABODY 1311.7 11 2JO 2 18 02
BEAR STEARNS 6292 12 L3 3 8 04
GOLDMAN SACHS 519.0 13 12 3 1

.
0.4

BANOUE NATTONALE DE PARIS 4208 14 02 1 26 0.1 .

GIBBONS GREEN 388.7 15 0.7 2 1ft . 02

TOTAL - 492653 707 TOT

LMfMMO TAIKSrr ADVISORS . 1st<pnrtar1989

AdrtNr sr* mm MM jyi
<**

RRST BOSTON 12320.1 1 26.1 21 2 32
MORGAN STANLEY 10,794.1 2 212 23 1 32
REXEL BURNHAM LAMBERT 911314 3 1ft4 12 4 - 1.7

SHEARSON LEHMAN HUTTON 6,434.0 4 133 19 3 • 21
WASSERSTBN PERELLA 53672 5 123 5 8 0.7
KLEINWORT BENSON 5,7572 8. .112 1 2ft 0.1

MERRILL LYNCH 23482 7 5.7 9 6 12
KIDDER PEABODY 2.687-5 8 .54 7. •, 7 13
SALOMON BROTHERS 1701.1 9 34 4 11 02
GOLDMAN SACHS 1371.1 10 32 6 . . 8 0l7
ONALDSON LUFKIN 1485.0 It 33 3 14 0.4
WHEAT RRST 1.139,8 12 22 1 23 0.1
LAZARD FRERES 79B4 13 13 4 11 0.6
PRUDENTIAL-BACHE 8643 14 13 11 5 1.8
BEAR STEARNS 633.1 15 t2 ’ S 8 0.7

TOTAL 707

fund — which may signifi-

cantly under-perforin others on
the market, but which gener-
ates in-houae brokers nice fees.

Suspicions are rampant
throughout the investment
community tint toe large Wall
Street Anus wffl execute orders
for their own book before those
of their clients - so-called
"frontrfimning.”

In toe M A A sphere, inde-
pendent Investment bankers
charge that the enormous pres-
sure — particularly since toe
Crash — on liwBBfaimnt bank-
ing departments to rack up
fees means that some are reck-
less about what takeovers •

suggest to their corporate
ents and the prices set on the
deals — many of which invoire
raionaops.poteitially crippling
amounts of debt
The very large fees they earn

from underwriting and distri-

buting junk bonds, used to
finance most takeovers, can
cloud their advisory judge-
ment, they argue.

It would be naive to suggest
that investment banking bou-
tiques do not face the same
competitive pressures and do
not have the same thirst for
fees. However, many of those
who left the Large firms appear
to espouse a more benign phi-
losophy about takeovers.
Mr Brier Goodson, formerly

bead of mergers and awniai.

tions at Kidder,. Peabody,

moved to buy-out specialists
Claytan A Duhffler, earlier this

year. He particularly wanted
the chance to work with Gay-
ton & Dubfoer because of its

I&nosapby of a longterm man-
agerial commitment to toe
companies tt bought out
The company has a practice

of putting in managers and
tqyjting companies around, a
rn»cH«« align to many ill the
large securities bouses whose
priority is the fee earned at the
time of the deaL
Lodestar, an investment

Jumfcfaig boutique
;
backed by a

25 per cent stake owned by
Yanwfchi, has a 8250m invest-
ment ftand tailed Interlink
which is camndtied to invest-
ing in friendly takeovers. Its
two founders are Mr Ken
MlHer and Mr Tun GearreaM,
formerly heads of M & A and
corporate finance at Merrill
Lynch. They say the Entertthk
Fund win be used to build toe-
hold in companies up to
20 per cent Only with the com-
pany’s agreement would the
stake be raised any further.
Lodestar 1b one of three bou-

tiques backed by Japanese
.money: FBackstone is backed
by - a 20 per cent investment by
IDkko and Wasserateln Ferella
sold a 20 per cent stake to
Nomura.
As part of the deal with tMr

Japanese backers, each bou-
tique is training Japanese exec-

utives inUSM& At
While each firm has the

j

tags of a hot fine to Japanese
Investors interested in invest-
ing in buy-out foods and Japa-
nese companies interested in
making acquisitions hi toe US,
in the ioagg;tenn they may be
aeatingtfaefr future competi-
tion in M ac A.
There are other interesting

questions for the future.
Investment banks are increas-

***** to
buy equity stakes in compa-
nfes. sometimes controlling
stokeSjBtow far wm they go in
becoming corporate managers?
Will boutiques stick withwmag advisory fees and

investing money in taking
principal stakes or wffl the fore

This was the question Wall

Pcrcella hired two junk bond

from toOmnon Brothers in Jan-may- They argued that if
^^^“.P^asturted distri-

they may
Ss.

,

a£$Jertat,“ ,he

stantive difference

grate fiS*
ssras&a35

A



( us FINANCE 7 )

Anatole Kaletsky explains why prospects may not be as rosy as they seem

Banks bask in Wall St glamour
UNLIKELY as it may seem,

commercial banking
_

has
intn an glamour tastes-

try. at least from the perspex

tive of investors on Wall

Street. During the 12 months
op to first quarter of 1989,

the money centre bank stocks

have been the strongest single

industry group on, the New
York Stock Exchange.

The. regional bank .stocks

have not performed quite as

impressively, but even their

shares have appreciated this

year by about 10 per cent rela-

tive to the Standard & Poors

S00, extending a two-year stint

of strong performance^
The stock market’s message

is loud clear. For the first

him in many years, the US
commercial banking busi-

nesses seem to be healthy and
prepared to face the fUluie.

Many reasons have been put

forward by stock market ana-

lysts and bankers themselves

for their industry’s unaccus-

tomed glamour status, but the

most important can be sum-
marised in four words: profits,

capital, freedom and Brady.
In the past 12 months, the

US banks nave generated mas-
sive profits, while keeping
asset growth under strict con-

trol. They have rebuilt the cap-

ital bases which were so pain-

fully depleted by the 1987 Third
World loan, loss provisions.

They have continued to win,

most of the battles In the long-

running war for regulatory
freedoms. And, last by not
least, they have been offered,

in the shape of the Brady Plan

on Third World debt, the first

serious proposals to find a way
to end the ffnantrial nightmare
that has been haunting their

industry for seven years.

In these four respects there

have been genuine and signifi-

cant Improvements in the US
banks’ operating environment.

Yet there are also darker sides

to each of these improvements
which suggest that prospects

for the commercial banking
Industry could well continue to

be problematic for years ahead.
' The profits announced

recently by US commercial
hanks - $7.3bn in the first

quarter of 1989 for the 13,001

hanks monitored by the Fed-

eral Deposit Insurance Corpo-

ration - have established new
records, while in 1988 as a
whole bank profitability

rebounded strongly from the
Third World-related losses of

1987.

TOP US BANKS EARNINGS - 1st quarter 1989

Advisor

Amts
Stan

HM
Emrings

Cun**!
P*r share

Not
Omasa—

rTDiDnm
tor lose less k»n losses

Citicorp
Chase
J.P. Morgan
Bankamerica Corporation

Security Pacific Corp-
Chemical Bank
Manufacturers Hanover
Bankers Trust
First Interstate Bancorp
First Chicago
PNC Financial Corp
Bank of New England

210.7
100.2

98397
96.6

823
74
893
613
66.7

45.1

42!l36
32

3

529
132
180
275
179.3
117.9
103
1643
132.2

124.7

123.6
42.3

1.52
137
0.96

138
134
1.49

1.84

2.02
2.81

1.85

1.29
030

379
158
0
27
93.2

783
108
11.4
153.2
74.0

14.0
493

358
150
10
110
113
90.7

99
35
135.8
60
36397
62.9

4148
2730
1487
3616
1159.8

2082
234
1338
1179
1292

5313
338.5

- CompIMd Of Myw*

The banks’ capital positions

have also improved substan-
tially. To many analysts’ sur-

prise, all of the major banks,
including even previously
weak institutions like BankA-
merica, Manufacturers Han-
over, Continental and Mellon,

have now reached the 4 per

cent risk-adjusted capital
requirements that will come
into effect in two years' tune.

Meanwhile, the liberalisation

of US banking law has contin-

ued apace. Despite Washing-
ton’s failure last year to pass

new legislation to supplant the
anachronistic Glass-Steagall

Act, it is dearly now only a
matter of time before commer-
cial banks win all the operat-

ing freedom they want to ven-

ture into the securities

industry. _ v L
Barriers on inter-state bank

mergers are also collapsing

and by late 1990 at least 40 out

of the 50 states, including all

the most populous and eco- •

nomicaBy important ones, wQl
have created virtually free con-

ditions for bank takeovers.

In theory, all these develop-

ments should create abundant
opportunities for realising

• economies of scale, maintain-

ing growth and deploying

excess capital.

hi practice, however, there

are a number of qualifications.. ..

The big jumps in earnings

reported by the hanks last year

showed returns on assets

jumping to 033 per cent from

0.6 per cent in 1986 and returns

an equity advancing to 15.7 per

cent to 1L4 per cent two years

earlier.

But the quality ofthese earn-

ings was questionable, since

banks were pulling all the

stops out to maximise reported

profits in order to rebuild their

capital structures after the
massive hits they suffered

from Third World loss provi-

lUcholas Brady, US Treasury Secretary

ciiww in 1987. As a result, much
of last year’s apparent prosper-

ity came from tax leas carry-

forwards, sales and leasebacks

of office buildings, business
disposals and other one-time
jtewift.

hr other words, the US
hanking system -has rebuilt its

profitability and its capital

backing, but only at the cost of

depleting the hidden reserves

of assets which bankers have
traditionally drawn on in times

of economic difficulty and
financial stress. This may seem
fins from an accounting
standpoint. It certainly fits

well with regulators' current

preference for greater transpar-

ency and Wall Street's insis-

tent demands - for manage-
ments to “maximise
shareholder values.”

The trouble is that US banks

have -sold their undervalued
assets and raided their hidden-

reserves not to tide themselves

over some economic crisis, but

rather to sustain their earning
through the peak of the longest

peacetime boom in history.

Economically, the times ahead

could well be worse, not better,

thaw the ones the bankers have

just left behind.

Any extended downturn In

the US economy could leave

many banks facing big new
credit losses, not only from
their LDC portfolios, but also

in real estate, leveraged buy-

outs and consumer lending.

Indeed, some Wall Street ana-

lysts were disconcerted in the

first quarter, by increases in

.
non-performing assets reported

by several of the leading US
banks, including Citicorp,
Wank of New York, First Inter-

state and Bank of New
England.

While it Is too early to sug-

gest that the gradual improve-

ment in credit quality which
has accompanied the expan-
sion of the economy is over,

reports of real estate losses are

spreading from the south-west

to New Wwgiand and Georgia.

At the same time, the banks’

credit standards seem to be

getting more liberal, rather
tftnn stricter, as evidenced in

Citicorp’s much-vaunted "15-

minute approval mortgages”
for example.

For both the money centres

and the regionals, any deterio-

ration in the economic back-
ground would be particularly
unwelcome In the next few
years because competition in

every banking market is likely

to be intensifying.

Internationally, the fall of
the dollar and the boom In Jap-

anese asset values particularly

have greatly boosted the capi-

talisations of foreign multina-
tional banks in relation to

their US rivals. The integration

of the European market with
the approach of 1992 will prob-

ably further strengthen the
European giants and leave the

US substantially under-repre-

sented in the international big
hank league, with two or three

entrants at most.
Meanwhile at home, inter-

state mergers will pose bigger

challenges than ever for the

majority of banks which have
chosen to concentrate on serv-

ing the domestic markets. It is

still Ear too early to predict the

winners and losers in the com-

petitive game between the

super-regionals ,
which is only

just beginning.
The stock market’s initial

hunch was that the domestic
giants of the future would be

built around the most success-

ful and aggressive regional

banks, such as Pittsburgh’s

PNC Financial, Charlotte's

NCNB, San Francisco's Wells

Fargo. Ohio’s Banc One and
Rhode Island's Fleet/Norstar.

Each of that group of five is

currently worth more in the

stock market than Chase Man-
hattan and much more than
Chemical Bank or Manufactur-
ers Hanover Trust. Thus far.

they have shown themselves to

be more nimble in their take-

over tactics, better at satisfy-

ing their retail and middle
market customers and more
efficient in terms of cost struc-

tures - not least because of

the inbuilt advantages of locat-

ing headquarters away from
New York.
As the competitive battle

unfolds, however, it is still

quite possible that some of the

old-line money centres will

make a comeback, as BankA-
merica has done in California
over the past year and a half.

Only one thing is certain. Over
the next decade there will be
more victims than survivors
among America's 13,000-odd

commercial hanks-

* * •• li' .-i,'. i':,' 1 - £ 11 .

to

)ur letters of its name are Chic.
\hs,mesdames and messieurs, ills true,The

place that Cari Sandburg once described as

"...hog butcher to the woridT and “...the city

of big shoulders? is indeed one of the woridk

most fashionable locales.

In fact, if old Carl were to stroll the streets

of present day Chicago, he’d be stunned by

whatagrand monde ids become.
Oak Street, for example, dotted with such

names as Annani,\brsa^Ullinx) and Rorucd,

would jar his sensibilities.

Then thexek State StreetThat“Great Street^

asRank Sinatra has been known to address

itinsong.

No wonder. Block after block is filled with

shop after shop.Electronics.Leather goods.

Ibshion.\bu name itand State Streets got it.

- And anchoring it all are two of the woridls

great department stores—Carson Pine Scott

and Marshall Field& Co.
Oh yes,therefc another fairfy popularshop-

ping district.Home to Bloomingdales. Saks.

Lofri&Thylor I.Magnin. Bonwit Teller:And
otherrenowned merchants. Itk called Michi-

gan Avenue.Butto the tnie fashion enthusiast

it alsogoesby another name.Baradise.

Adding further luster to Oiicagofc ties chic

reputation are such designers as MarkHeister

Becky BfeouBs>And PriceJVShltoii.LegeiKlary

photographerVictor Skrebneski.Superstar

model Cindy Crawford.And;of course,the

Apparel Mart.The six million square foot

wholesale buying center that attracts over 3

million buyer visitsayear
For informationon special tours ofone of

the woridk true fashion meccas, simply fax us

in Brusselsat 32-2-5125809.

Chicago.These days, we’renotonly the city

of big shoulders, we’re the city of padded

.shouldersas well.

Chicago.

The American Renaissance.

B^Oe|H.orCto«oniTOaKJCkminuiftyACtai»OfR«ofV»ttri*BiO
M».
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THIRD WORLD DEBT

The contradiction in

the Brady plan
THE FLAN on Third World
debt unveiled in March by Mr
Nicholas Brady, the US
Treasury Secretary, was
welcomed rapturously by hank
shareholders, even if it was
received rather cautiously by
bankers themselves.
The sharpest run-up In

money centre bank stocks
occurred within two weeks
of Mr Brady's announcement,
as Wall Street greeted the debt
plan as the long-awaited
deliverance from the most
insidious and intractable

banking problem of the
post-war era.
For the first time since 1982,

the official response to the
Third World debt problem had
moved on to the right track
with Mr Brady’s idea that
banks would have to agree
to voluntary debt reductions
in exchange for policy reforms
in debtor countries and credit

enhancements from the
multilateral aid institutions

like the International
Monetary Fund and World
Rank.

In this broad sense, the
Bnandal world's enthusiasm
for the Brady Plan was
justifiable, hot from the
narrower perspective ofmoney
centre banks' profits, the
jubilation was harder to
understand.
How exactly tbe

still-inchoate Brady Plan will
work remains unclear. Today,
after two months of
negotiation with Mexico, the
plan’s first putative
beneficiary, file gaps in
financial expectations between
the banks, the US Government
and the debtor countries seem
afl but unbridgeable.
The fundamental

contradiction in the plan is

dear enough. Mr Brady wants
volnntary agreements on debt
forgiveness between the hanks
and the debtors and he
stresses the use of market
BwehanfanMi in striking these
deals.
Thus, Latin American

governments have naturally
interpreted his plan as a
signal to seek debt forgiveness
roughly commensurate with
the secondary market
discounts on their debts.
What this would means for

the hanb are write-offs

ranging Cram around 40 per

cent for Mexico to 80 per cent

or more for Argentina.
Unfortunately, while many
of tbe smaller regional banks
have been willing to sell out
of their small Third World
exposures at these prices, tbe
money centre banks' position

is very different.

It is hard to see why any
competent money centre
banker would voluntarily

accept billion dollar losses

on debts which have mostly
continued to be serviced over
the years, if not in a
completely timely manner.
The Brady Plan seems most

unlikely to work, therefore,
without either coercion or
strong financial incentives
for the hanks. And while bank
shareholders are currently
choosing to concentrate of tile

How the plan will work
remains unclear, says

Anatole Kaletsky

possibility of incentives, to
the form of credit guarantees
from the IMF and World Bank,
these institutions’ financial

capacities are very limited.

To make matters worse, the
US Treasury has recently
curbed even the limited
incentives of tax writeoffs,
hy limiting Hia Imiihrf ability

to offset foreign losses against
domestically generated
income.
The main hope remaining

is the Japanese government,
which did indeed surprise the
world in early June by
committing almost $4hn in
support of a three-year
programme ofIMF and World
Bank assistance to Mexico.
Even such a relatively large

sum. however, seems unlikely
to wakJi the expectations
which have been raised among
the debtor countries by tim
Brady Plan. As a result,

something will almost
inevitably have to give.

Ultimately, this is most
likely to be the Plan’s
emphasis on voluntarism.
Eventually, the banks may
well be forced to oiler

large-scale debt forgiveness
either by defaults among the
debtor countries or by

regulatory actions in the US.
The impact of such

write-offs on the US banks’
balance sheets and profits

would still be enormous,
despite the big reserves
created in 1387.

A recent study by Keefe
Brnyette & Woods, the
prominent New York bank
analysts, concluded, for
example, that 40 per cent debt
forgiveness would cost each
of tbe big money centre banks
Sl.lbn to $2tm in additional
provisions. lWahlkhmg mrii
provisions would cut most of
file banks' capital by the
equivalent of 1 per cent of
assets and leave them below
the intnrihpil agreed
Ptfitin imil

The US banks would face
orach greater difficulties tfam

their foreign rivals in meeting
the debt-reduction targets
which Third World
governments consider to be
implicit in the Brady Plan.
Even after the painfully
reservicing they undertook
in 1987, the US money centre
hanks still have between 93
per cent and 199 per cent of
their equity exposed to
countries which have
rescheduled their debts.

For the big four British
dearer*, by contrast, the ratio

ofLDC exposure to equity
ranges from 27 to 82 per cent,

while in Japan the ratio Is

under 55 per cent for all the
major banks, with only one
exception. Bank of Tokyo's
LDC exposure currently stood
at 104 per cent of equity at
the end of last year.
However, even these figures

understate the relative
difficulties that US banks face
in coping with the Third
World debt problem. Japanese
and European banks have
shown themselves quite
willing to raise new equity
through rights issues and
public offerings in the world’s
stock markets.
US bankers have mostly

refused to contemplate new
equity issues which would
dilute thp wrnilwp rtf thwir

nfating AaHihnlHfni
While the taboo against

raising new capital persists,

ft will be difficult for US banks
to meet the expectations which
the Brady nan has raised In
Third World countries.

Commercial banks argue strongly for more access to the securities business

Banks seek to break down barriers
US COMMERCIAL hanka are
poshing as bard as ever to
break down current restric-

tions on underwriting corpo-

rate debt and equity, despite

the fact that even well-estab-

lished US securities houses are
already straggling to make
money in a highly competitive
environment
Banks put forward two pow-

erful arguments for increased
access to the securities bust-

All banks, whatever their
size, argue - with consider-

able justification — that securi-

tisation is increasingly replac-
ing traditional lending as the
most popular way of raising
capital for expansion. Banks
want a slice of that business as
traditional loans account for
Inn and of their profils.
Tbe second major argument,

which tends to be voiced mace
by the money centre hanks
which have a well-developed
international business, is that
they are failing hdiinit formi-
dable overseas competitors
untrammelled by US regula-
tions separating' investment
and commercial htmlrmg .

Tbe large money centre
banka believe that, to compete
globally, they must develop
into full-service financial
houses offering both tradi-
tional Honking and Ininaatanant
hanking to tiwir sophisticated
international clientele.

Only a handful of US hanks
plan to be among the top tier

Of global financial institutions,

an ambition which needs stu-
pendous capital, experience
and an ability to Stand Up tO
Hip harshest competition.

Tn the running at this stag**

are, at most, five commercial
banka the same ones which
applied last October to the US
Federal Reserve for powers to
underwrite corporate bonds.
They are four New York-based
hanks - Citicorp, JJ*. Morgan,
Bankers Trust and Chase Man-
hattan — and Swnwity Pacific,

based in California.

There are, of course, other
major US banks who have a
coosidaraMe presence overseas
such as Chemical Bank and
Manufacturers Hanover but
they have a much more cau-
tious, niche-oriented approach
towards gfobahsation and the
securities business.
The Fed has already condi-

tionally approved the five bank
applications to underwrite cor-

porate bonds.

If you think New York State is a great place
for your factory, you’re not alone

After alt. New York State has
attracted more foreign companies than

any other state, from headquarters

operations to manufacturing operations.

And as you can see a lot of them are

British.

Maybe they come for our superior

quality of life. A life that includes rural

beauty as well as the world's most

exciting city- Cultural diversity. A superb

educational system. And one-of-a-kind

entertainment

Or perhaps they're attracted by
New York Stale’s international business
atmosphere. It's a welcome atmosphere
unique to New fork. And New York State
even has its own office in the U.K. to

give you dose personal attention.

Of course. New York also has ac-

cess to the largest, richest markets One

of the most productive, competitively

priced work forces in the nation. The
greatest source of capital. An unrivaled

transportation network. And one of the

best packages of loans and financial

assistance.

So if you’re interested in putting

your factory on our map -or just finding

out more about us - please send this

coupon to our London office.

I'm interested! Tell me more. Why is New York the most attractive state to foreign manufacturers!

Name - - - Title _

Company . Address _

Postcode. Telephone.

Now Ytjrti Stale Department of Economic Devetopfflflnt Ramon House, 25 Haymarkol, London 5W1, England. f&k OV830 5070- Alt Rlcftati KBnot; Oreoor

Final approval, which was
contingent on the banks pro-
viding written evidence ofcom-
pliance with new cepftef ade-
quacy guidelines, was given to
J-P.Morgan recently and is

expected for other banks soon.
The ability to underwrite
equity offerings was delayed
for a year. The five banks in
question are geared up and
ready to go in underwriting
corporate winds. Their main
COZMern is not hnfMfng marfcwfr

share in domestic markets
such as municipal revenue
bonds, commercial paper or
mortgage-backed securities, all

of which banks are already
allowed to underwrite.
These are already highly

competitive markets and
nobody expects to -miy-h
money out of them. Indeed,
some securities houses have
already cut down on their pres-

ence in these markets because
they have failed to make an
adequate return on their
investment. The five major
banks see an underwriting
capability as a crucial compo-
nent of offering a foil service
to international customers.
The focus of their global

amWtimg is on the corporate
finance area, the lucrative
wold of takeovers and merg-
ers which both securities
houses an|i HanIcq arp gnnntng
to become major players.
There is one striking differ-

•ence between the two. As
things now stand, a commer-
cial bank can act as financial

advisor on a takeover proposal
and arrange the financing but
must still forgo tiie underwrit-

ing fee to a rival securities

bouse, denying it a potentially

substantial source of profits.

One <nraiwpig of the fruits of

non-traditional banking busi-

ness ia the equity stake which
Chase Manhattan took in Cain
Chemical. When Cain was sold

to Occidental Petroleum, Chase
made a thumping net profit of

The five major
banks see an

underwriting
capability as a

crucial component
of offering a full

service to their

international

customers, says
Janet Bush

$68m in the second quarter of

1968 at a time when the bank
acknowledged that its net
Interest income had been “rela-

tively flat.”
'

Mr Richard Huber, head of

Chase Manhattan’s securities

affiliate, notes- .that banks are
already experts at selling on
loaiw and argues that there is

precious little difference
between this technique and
underwriting and distributing

corporate bonds.
Mr John Olds, in charge of

3JP. Morgan’s investment

banking business, believes that

the bapfr must have full access

to the huge ndlUMrJNFnA
US ‘•apfrd markets m order to

serve its customers as ade-

quately as its overseas compet-

current drive for bank

deregulation is centred on

expanded underwriting powers

which will make the 1938 Glass

Steagall Act separating com*
mortal and investment bank-

ing almost obsolete. -

However, the Bank Holding

Act of 1956, which prevents

non- banking companies from
owning banks is also an
obstructive piece of fegistation.
In nnd'1987, the US Treasury
ctrifi that it favoured the cre-

ation of five to 10 giant US
HgTifcg which would compete
with the largest banks in

japan, West Germany, Britain

and France.
This frfrrtting was endorsed

by Mr Alan Greenspan, Fed
Chairman, who said that own-
ership of .by non-bank
companies would provide mul-
ti-billion pools of investment
capital for a hawking industry
which was "severely under-
capitalised.”

The How tot have received no
halp from this direction and at
thft same time have had to

meet more stringent interna-

tional capital adequacy rules.

It remains to be seen whether
they will indeed be able to

compete with the massive capi-

tal behind Japan's banks, for

example.
Apart from the leading

money centra banks, the bank-

ing industry *
competing
domestic markets. On a mra
parochial level, they tow stiff

competition from brokers on

every Main Street in America

in selling securities products

such as Certificates of Deposit.

Most banks are trying to

build market share in their

own regions in areas such aa

municipal finance, using their

intimate knowledge rf their t

local corporations arid state

and local governments. Some
will specialise in financing

school projects, others smaller

medium sized companies
which fall outside the sphered!

the large banks with .their top

Sight, Fortune 500 client Ugh
One of the major area* of

change in the banking industry

is the advent of inter-state

banking. Size is of thejessence

as much in the domesne bank-

ing arena as in the interna-

tional hqpMng market.
Progress towards interstate

banking has been step by step

with different deadlines to .the

various states. A number'd
states already have blhtonl
inter-state banking - such da
New Jersey with Pennsylvania

and New York - and a wave Of

takeovers and mergers bas.cre- *
ated some large super-regional
Hantea which are highly capital-
ised «wd dominant in their geo-

graphic areas.

Other banks have built up
geographic reach by bidding

for failed (and healthy) thrifts.

This acquisition binge is likely

to continue as more thrifts are

embraced by the federal rescue
plan.

-

Jamie Buchan examines prospects for the insurance industry

Warnings of a downturn
LAST YEAR was one of record
profits and premiums in the
mainstream US Insurance busi-
ness »wd property/casualty
companies entered 1989 in
their best financial health for
years.
According to the Insurance

Information Institute, the
Industry reported after-tax
profits of $14.77bn last year on
written premiums of S20Q8ltau.
This was a second good year in
a row.
In 1987, the Industry booked

earnings of glXLSbn on premi-
ums of $198.69bn. A fnthftr

$3.47bn in net profits in the
first quarter of this year
swelled the companies’ com-
bined policyholders’ surplus -
the equity in tbe industry - to
$119.79bn on March 3L
For an industry that nearly

bankrupted itself in the first

half of the 1980s, laying out its

precious capital in cutthroat
competition for business, these
should be welcome figures.

For diversified or multiline
insurers, there is also good
news from the troublesome
group health business where
the Industry has had great dif-

ficulty pricing insurance to
cover the rocketing cost of
medical care in the US. A suc-
cession of rate increases of up
to 50 per cent last year has cut
losses from these tinea.
But US insurers are as

.

gloomy as fanners at harvest
time. Executives from several
companies have complained
recently that property/casualty
premium rates and profits are
deteriorating. Some warn that
the industry is running into a
cyclical downturn in its com-
mercial business just when
political pressure on personal
lines, notably automobile
insurance, is becoming intoler-
able.

Others fear that Proposition
103, the California referendum
that orders sharp cutbacks in
auto premiums in America’s
largest insurance market, will
be Imitated by other states.

As if to add to the misery of
underwriting insurance in the
US, 19 states are seeking to
bufid an anti-trust case against
the industry far rate-fixing.

A hard look at the industry’s
finances shows that things
ready are getting worse. The
industry also has few friends.

In its scamper back from the
brink in the 1964-86 period, the
property/casualty companies
raised premium rates so far

all phoperty/gasualty lines ..

Year

Wet

Written SOOO
MPW

(ten** %
Loss
LAE

ttaOo%

jUad-

zzzz
OanUSnsd

Mm. % Dtra.%

Hud. Oats
or Loot after-

Total Industry
1984 117,743957 92 86.1 26.0 118.1 117.9 (21,455^300)
1965 143.881.566 99.9 88J9 2S-0 114A 118£ . (24.786,948)
1986 176,136,050 22.4 81.4 25-2 106-6 107.9 (15,733^01)
1987 •

191,464,734 8.7 77.7 2&5 103.1 104-5 (8*575,709)
1988 196.900,000 3.9 784 26.0 104.0 105-4 (11,300,000)

5 Yrs 828,126.327 84.5 81-9 28.0 107-9 109.3 <B2£51.25$

COMBINED RATIO
After policy holder

.. .dMdmnd . ,

. IWM)
1684 I 117.9

' 1985 ne.5
1966 108.1

1987

104.5

1988

10&4

Souroo-. Baafs IMh

and fast that they alienated the
public, business people and
regulators in half the states of
the owffwi.

But there is no reason to
believe that the industry is

heading into a competitive,
free-for-all as destructive as in
the first half of the 1980s or
that the political environment
wfll get very much worse.
The stock market, for one, is

all enthusiasm for insurers,
bidding up blue-chip stocks
such as American Interna-
tional Group and General He at

Profits wilt almost
certainly fall this year,

say analysts

a rate fasts than the average
for industrial shares this year.
In the first quarter of this

year, the property/casualty
industry enjoyed a 7.2 per cent
increase in after-tax profits,

but this was entirely due to
better results from investing
preiums at temporarily high
interest rates or in a fickle
stock market
Losses from the actual

underwriting business rose to
$3.65bn the key measure of
business conditions — the com-

'

bined ratio of losses and
expenses to premiums - wors-
ened from 10&2 in the first

quarter of 1988 to H&5. This
means that the industry loot

66-90 on every $100 erf insur-

ance it underwrote in the first

quarter.
Most strikingly, premiums

earned rose just &5 per cent hi

the first quarter which is much
slower than the US economy as
a whole.
“• More than adythlng' else,
fins feSRe'mfaease^hibWsftBat
price-

c

ompetition in^ commer-
cial lines is already fierce.

A.M-Best, the insurance rating
and information organisation,

says that commercial policies

last year were renewed at rates

only 1 per cent higher than in
1987, after increases of 7 per
coot in 1987 and 29 per cent in
1988.

In general fiairility, a line of
business that is notoriously
hard to" mice because elaima

can surface years later, the
industry actually saw premium
income dectine-&8 per cent last
year.

Profits will almost certainty
fall this year, but the Industry,
need hot plunge into Ides. For
one .thing, the profits of the
last couple of years, have not
been great enough to attract
too much new competition.
Though about $4hn in capital

was added Jn 1987, only about
one-quarteras. much in new
funds was available .last year.
Moreover,' the propertyjeasu-
alty companies, are finding
that, 'since the. great Tax
Reform Act of 1986, they have
to pay some federal fanms and

.

this may prove something (rf a.

In 1988, the industry charged
$3.6bn in farms this money
was Effectively test to the busi-
ness of writing fawgiran***

The other benefit is in the
reinsurance sector. Reinsur-
ance spreads risk and therefore
adds capacity.
At the turn of the 1980s, the

hap of . -Investment returns
from high Interest rates caused
many small reinsurers to set
up shop offshore. In the cur-
rent business cycle, fids shindy
has not happened. .

Many of the moat aggressive
reinsurers went out of busluess
in the -collapse of the mid-1980s
while tiie leading companies,
led by General Re, are cer-

tainly sot scrabbling1 to cap-

ture business from the primary
market In fact. General fie Is

ing more money on it
The political outlook is

murky. Proposition 103 was
duty upheld by the California
Supreme Cburt but it is still

• unclear what effect it will have
on tbe business.
Under the terms of the court

ruling, tiie insurers will be per-
mitted a reasonable rate of
return in the auto business and
some people think that profit-
ability may eventually
improve. What Is increasingly
clear Is that the US pnblic
believes that tbe property/ca-
sualty Industry is privileged,
under-regulated and able to
raise prices at wilL
There are bills before Con-

gress to repeal the antitrust
exemptions, under the McCar-
ran-Ferguson Act, which
allows the industry to pool
information on rates.
The Act is also at the heart

of the state anti-trust suits. At
tbe hack (rf everybody’s mind
is the possibility of federal reg-
ntetian, rather than the hodge-
podge of different state regula-
tions.

.Some people in the industry
think UcCarran should be
repealed. In its 1989 report,
AJrf. Best argues, with unchar-
acteristic heat, that reform
coold, dispel all the time and
eneoOT-consumtng debate overm ifi-understood exemption
jwnch has became a bugaboo
to everyone on every aide ofany issue concerning insur-
ance today."
******
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Norma Cohen on the woes of the thrift industry

some, a chance to profit
FOR the US Government and
the taxpayers who support it,

the woes of the thrift Industry
are a source of intense frustra-
tion and bitterness requiring
huge expenditures or public
money with very Kttte to show
for it
But for investors willing to

take a bet on an industry that
may not be around or. very
much longer, the woes of the
thrift industry offer an oppor-
tunity for profit
Mast recently, Salomon Joe

and the Blackstone Group
announced they were- team-
ing-up to funnel investors’
fimds into affinor savings mil
loans. Old Stone Corp.'aRhode
Island-based savings institu-
tion which is a partner in the
venture, will manage the new-
ly-acquired thrifts.
Aim, Merrill Lynch and Pru-

dential-Bache Securities have
filed with the Securities and
Exchange Commission to offer
limited partnerships which,will
invest in weak' or insolvent
thrift institutions.

In addition to the pooled
approach to thrift investment,
major private investors, includ-
ing the Robert Bass Group,
financier Ronald Perelman -
through his MacAndrews and
Forbes Wniffiwga Group — and
Ranieri, Wilson and Co, an
investment company, have
acquired insolvent thrifts foam
federal regulators within the
past few months.
Prospective investors are

also expressing interest in the
vast pool of so-called distressed
properties which have come
into the possession ofinsolvent
thrifts as a result ofdefaults by
borrowers.
Bankers believe that mim>

investment opportunities to
purchase properties, at a frac-

tion of their value, may emerge
as US banking authorities
struggle to raise cash and cut
the costs of managing assets.
So far, Trauimell-Crow, the

Dallas-based property develop-

'

ers and an independent Chica-
go-based fund, the Sam Zell
fund, are among the few to
offer a Wwritprf partnership to
invest in such properties.
While investors have been

quick to try to jump on the
insolvent thrift bandwagon,
the property bandwagon has
been slower to get going.
For one thing

, industry ana-
lysts say, some of the proper-
ties have Htth or no commer-
cial value at all; and to
finance the construction were
a key reason why the thrift

became insolvent in the first

place.
"There are some buildings

that you probably just oughtto
torpedo,” said. .Mr-.- Lowell

TOP 20 UA TlHUrT IHSmvnOHS 1S88 ($m)

1M Ompmarn AM Nat Wo»fc
raugyre

HOME SAVINGS OF AMERICAN* '
29.568.8 4QJB17A 2.4302 534

GREAT WESTERN BANK. FSB 21,664,2 30837.1 1,453.6 4.71

CALIFORNIA FEDERAL SAVINGS A LOAN ASSN 18.7872 20857-5 1.2823 43

0

GLENDALE FEDERAI SAVINGS « LOAN ASSN 16,300.9 24,313A 1,2809 530
FIRST NATIONWIDE BAMC, FSB 14,787.5 26,1304 13406 5.13

AMERICAN SAVINGS BANK - 16,401.5 15*409.1 8003 339
MERITOR SAVINGS BANK 1SL209.3 17.112.0 1,1223 054
HOME FEDERAL SAVINGS & LOAN ASSN OF SAN DIEGO 11.558.3 16461.1 1,1733 732
GREAT AMERICAN FIRST SAVINGS BANK 10,799.5 18484.3 7805 4.85

GOLDOME 10.5294 14^62.5 3304 236
WORLD SAVINGS, FS&LA ' 10,141.8 16,352.3 1319-2 633
COAST SAVINGS A LOAN ASSN 83033 12,896 6 1,037.0 8.04
CROSSLAND SAVINGS. FSB - - 8,791.3 15.1433 1,0713 738
DIME SAVINGS BANK OF NEW YORK. FSB 8,662.7 12,0073 7413 6.17
FIRST TEXAS BANK. F88 -

.
-

’

8,484.8 12^4973 309.7 2.48

IMPERIAL SAVINGS ASSN 8329.5 123493 4343 331
EMPIRE OF AMERICA FEDERALGAWNGS BANK 8*325.1 113813 4903 434
COLUMBIA SAVINGS AND LOAN ASSN ' 8,088.2 11,1523 7863 6.69
GIBRALTAR SAVINGS 7.5733 133383 299.1 9»
CTTY FEDERAL SAVINGS BANK 7.9652 10,5523 3793 339

FT. Naw Yortc.

Bryan, a partner at McKlnaey
and Co’s North American
banking and securities prac-
tice. Mr Bryan pointed outthat

. the Federal Deposit Insurance
Corp, in a review of assets at
insolvent thrifts, tornid evi-
dence of firand in nearly SO per
cent of cases. Analysts tell sto-
ries of entire shopping man^
built so far out in Texas cattle
country that no one can find
than - and of SDetofry office

blocks built in the Arizona des-

'Therefore, the bbmwihi is
that until economically viable
properties can be isolated from
the dud deals, investor interest
these assets will be
But investors are

Interested in institu-

tions. This interest would
clearly be limited were it not
fin- the expectation that acqui-
sitions wxU be underwritten in
large part by the US Govern-
ment and that investors wifi be
required to put up relatively
tittle of their own capitaL
According to ****** mmpM

fay Salomon Brothers, the Fed-
eral Savings and Insur-

ance Corporation, . the. thrift

deposit insurance fund, pro-
vided about fSOtm in assistance
to ailing thrifts in 1988 alone.
Meanwhile, the acqnisitacs*cf
insolvent thrifts infected only
$&Oba in equity capital.
White some of the US aid Is

in ft* form of ***** payments,
to depositors of foiled thrifts,

the bulk is the foam of assis-

tance to keep barely solvent
institutions afloat until a
merger can be effected with a
hoa^thy partner-or a buyer ****

be found.
Several of thrift sales com-

pleted in late 1988 by the
FSLIC under criticism
from Congressional loaders
and ethos 'who charged that
the tax and other benefits they

'

\ *
<
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iT/
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George

ter the

offered to their buyers were for
more than what was actually
««reded to teftw*mImmd that
the investors were required to
put up too tittle of their own
money.
Awinng other thingi, the

buyers were given guarantees
not only *pte«* credit rfift of
any performing asset in the
portfolio batwere given protec-
tion against interest rate risk
nn fmAInfayyl loans 83 ndL
Buyers- in most cases were
given the option to “put" any
loan. back to the government
over a two to three-year period
if the borrower faite to
payments.
“Many of the deals done in

late 1988 may not be done any-
more," concludes Mr Dick
Pratt, managing director at
Merrill Lynch and a former
chairman of the FDIC.
One recent anmiendment to

ft* cuiruit thrift rescue legis-

lation would prohibit non-fi-
imniHai institutions which
acquire insolvent thrifts from
twtchig mlnanfaga rfwtahi

breaks while another would

abolish waivers for meeting
gypifai] and other require-
ments.
The US plan to rescue the

thrift industry is spelled out in
legislation designed by Presi-

dent Bush which is now pend-
ing before Congress and which,
under the best of circum-
stances, win cost hundreds of
Mfoons ofdollars over the next
few decades.
The US Congress* General

Accounting Office has most
recently estimated fire cost of
rescuing depositors at the
nation’s insolvent savings and
loans institutions at about
$258m over the next 30 years.

dearly, a portion of these
funds will be used to sell assets
to investors at sub-market
rates. Undo- the bill, a newly-
formed federal agency, the Res-
olution Trust Corporation
(ETC), become the owner of
the shells of hundreds of
defunct thrifts, ft wifi also own
their assets, a portion of which
are in the form of distressed

properties whose owners can-
not repay their loans.

Since proceeds from the sale
of these assets will be ear-
marked to help pay debt ser-

vice an some $SOta in bonds to
be fafmed by an »wffi***»» of the
BTC, it is in the US govern-
ment’s interest to «*ti as many
Of tte"** 88 it «m.
Mr WQbam Seidman. Chair-

man of the FDIC, baa esti-

mated that the RTC will be
fmmi to handle some $400bn
in assets from 700 to 800 insol-

vent savings and loans — sug-
gesting that investors have a
wide variety of purchases to
chose from.
However, the terms under

which assets will be disposed
of are not spelled out clearly in
the current legislation, compli-
cating the picture for inves-
tors.

ONE THIRD IS COVERED BY
LAN
AND ALLOF IT BYCIGNA.

The wofkft a big place. 22459,880 square

rrttesto be exact.

And if you're an brtemaHonai business
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Asa truly global oi^^ttoaCiGNAcom-
panies offer a wide range of property and
casualty insurance cd around the world. On
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inside and out.

Our global coverage can also help

efrninate overtcpptng poides axi gaps In
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Whaft morewe have a network of loss
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“CailgreSS bay maria ft rTrerr

that they don’t want fire

sales,” says Mr Gerard Swift,

managing director at Salomon
Brothers in charge of mergers
and acquisitions of flnapp-tel

institutions. However, Mr
Smith, who is also in charge of
Salomon’s joint venture with
Blackstone, sayB that some
subsidies will have to be
offered. “The immutable fact Is

that the private sector is not
going to solve this problem at
their own expense.”
The Bush rescue plan, just

passed by both houses of Con-
gress, would reform the indus-
try and provide to
protect depositors. While its
critiea charge that the tends to
be raised will fall far short of
what is needed, it does contem-
plate spending $20Sbn between
1989 and 1999.

About $126bn of this Is ear-
marked for thrifts that have
already been declared insol-
vent «Tiri have fatten Intn the
government’s care.

R is the of these insti-

tutions that are likely to be the
m«jor focus of investors’ atten-
tion. The plan w*n*» for ft**

establishment of the Resolu-
tion Trust Corp to hold insol-

vent *naHfw**im« ami the Reso-
lution Funding Corporation
which would issue an esti-

mated $50tm in 30-year bonds
to pay for the bailouts.

Additional funds win be
miwari from MMftftinTumts mi the
Wn-lft industry anri from fanr.

payers, private analysts argue
almost unaminously that fire

amount needed win be for
more than that.

Mr Smith says that fire Salo-

mon/Blackstone thrift fund
wUl be looking to purchase
thrifts with a broad geographi-
cal distribution and average
gfrg of Rbn to $3bn in assets.

The group expects to benefit

from the reduction in overall

capacity in the thrift industry
which ahoniri fatten profit mar-
gins for those institutions
which renudn.
Accortttng to Mr Jonathan

Gray, thrift industry analyst at
Sanford C. Bernstein and Co,
"The thrift industry has gone
from a capacity glut to a capac-
ity shortage. The consequences
are that the bottom-third of tire

industry has either disap-
peared or will disappear over
fire M*t 18 months.”
The result, he adds, could

well translate into margins on
home mortgages widening refer

five to yields on US Treasuries.

The mortgage-backed securities market

Sea-change reflects

rising interest rates
THE MORTGAGE-BACKED
securities market has been the
fastest growing segment of fire

US debt markets in the 1980s,

wtfir w» »** firms piling in
to fry and comer a piece of
fw« lucrative business.

But over the past 18 months,
a decided sea-change has
occurred, portly due to over-
capacity and firing US interest
rates, but also reflecting the
shake-out in the deeply trou-
bled US savings and loans
Industry.
According to Jonathan

Gray, thrift industry analyst
at Sanford C. Bernstein and
Co, fire mortgage market has
become the largest debt mar-
ket in the US, accounting for
over bdf that nation’s private
sector debt.
Simply put, mortgage-

backed securities are bundles
of mortgages, typically single
family residential )*mm which
have been packaged together
with similarly structured deals*

to fora a «*ngte entity that
mu be bought awri traded in
public debt markets.
The advent of these securi-

ties has led to a surge of Inves-
tors’ fawiig into the housing
markets which has by all

accounts lowered the cost of
the American dream of owning
one’s ««" hiwiis
But MBSs owe their lives

not to the private sector, but
to tire US Government which
first established the Govern-
ment National Mortgage Asso-
ciation - known as Ginnie
Mae - to pnrchase and
reoackaee the mortgages from
thrifts as a means of helping
than generate fresh capital to
cHmnlal* hnwa tending.

Soon, Ginnie Mae was
accompanied by Federal
National Mortgage Association
(Fannie Mae) and Federal
Home Loan Mortgage Corn
(Freddie Mari, which was capi-

talized with flOGsn donated by
the thrift industry.
These three agencies are

TMpmftw** for more ft™ 90
per cent of all the mortgage-
backed debt issued In tire US
and an carry the Implicit guar-
antee of tire Government, mak-
ing their securities just abort
as safe *»wd hquid as ***** of
fire US Treasury itself.

In recent years, innovation
withMBS structures has led to

a rush of new instruments
such as the Collateralized

Mortgage Obligation (CMO)
which has been flexible

enough to attract still more
investors into this market.
So what has gone wrong?
At fire heart of it, US inter-

est rates have risen steadily

over the past few years, so
that, much of the demand for

new mortgages, which
fftamnwHi from the refinancing

of older loans with higher
interest rates, has dried up.
Also, much of the pent-up
demand for housing, built op
dwriwg the recession years of

Prices of MBSs slid

in the first quarter

with fears that

dumping would occur,

says Norma Cohen

the late 1970s and early 1980s
has receded.
Mortgage lending has fallen

from an estimated $450bn in

1987 to a for more modest esti-

mated g320bn drop in 1988.
And while complete data for

1989 have not yet been col-

lected, ™nnnw| of MBSs has

certainly slowed in the first

quarter.
The volume of new mort-

gage-backed securities, exclu-

ding government agency
Issues, fen to $l0.8Im in fire

first quarter from $20.5bn a
year ago. And fees to Wall
Street firms has fallen in step

to $44.Ira from $13L4m a year
ago, according to Securities
Data Co.
While the latest drop in

interest rates over fire past few
weeks has stimulated mort-
gage demand somewhat, it

remains to be seen whether
fire market will return to its

earlier capacity. But the woes
of fire *hrtfi: industry - the
business that MBSs were
invented for - has made it

unlikely that fire securities or
the business itself wfll regain
their lustre anytime soon.
For one thing, legislation

proposed by President Bush
aiwwi at rescuing depositors

at fire nation’s «tefand thrifts

will require institutions to

hold more capital relative to
their assets, bringing them
into line with requirements for
hynkf
While surviving thrifts may

chose to raise capital, it is
more likely that many will opt
to shrink their assets.

Thrifts have been the largest

single source of demand for
mortgage-backed securities.
While selling their whole
loans to the three government
agencies, they have been trad-

ing them or purchasing mort-
gage backed securities which
are far more liquid and meet
certain regulatory require-
ments.

Also, the precarious balance
sheets of many thrifts cur-
rently makes selling their
mortgages precarious.
The rise in interest rates

means that a portion of them
will have to be sold at a loss

which Is only recognised when
fire sale takes place.

Furthermore, government
and private analysts estimate
that abont a third of the
nation's nearly 3,000 thrifts

are technically insolvent and
either have been closed or will

be closed by federal regulators
over the next 18 months. That
means that their assets, a huge
portion of which are in the
form of tradeable mortgage-
backed securities, will be sold

by federal regulators in an
effort to raise cash.
According to a recent study

fay Salomon Brothers, fire 512
troubled thrifts most Immedi-
ately aided by legislation
pending before Congress, hold
in portfolio some $46bn in Fed-
eral agency and conventional
mortgage-backed securities.

While there have been few
signs of wholesale dumping of
securities, prices of MBSs slid

in the first quarter on fears
that dumping will occur.
In early June, Gibraltar

Savings, one of the nation's
largest thrifts and which is

currently operating under the
conservatorship of Federal
regulators, said it would seD
the “a significant portion’* of
its $4.4bn portfolio in mort-
gage-backed securities.

The side is expected to result

in losses that will wipe out its

regulatory net worth of 1383m,
rendering It formally insol-

vent.

CIGNA

Tennessee.

Conveniently locatedbetweenTokyo andLondon.
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The secret is out Tennessee is going global

Now we are not only attracting location and expansion

from companies all over the United States. Companies

from Japan, the United Kingdom, T%st Germany,

Sweden, Belgium, Canada, and other countries are

joining the thriving businesses of Tennessee.

Businesses have opened or expanded here

faster than one a dayfor the past two years.

Certainly the interest in Tennessee is fueled

by our bulk-eye location in the U.S.; our peerless

travel/transport system, major airline hubs, the axis of

Federal Express; oar commitment to onr schools, and

to educating the children of today and die bright,

capable work force of tomorrow.

And something else. Our government runs

our state like a business. Tfennessee is one of only ten

stales with aAAA bond rating. We have a balanced

budget, mandated by state law. Our governor spent 14

years as Speaker of the House—die man who had the

sharpest pencil on the budget The R0I on tax dollars

is measured in improved transportation, education and

human services— not in bureaus and monuments.

But perhaps the best measure ofhow well

business is working in Tennessee, from the newest,

two-person home-grown outfit to billion-dollar giants,

is that the world is beating a path to our door.

TENNESSEE
Where tbewaddcomes tovwxk.

Contact: Bob Pmvms. Harixting Depanmem. 320 6tkAmor North. Suite 606 /. Nashville.TN 37219-5308. Or call I -800-251-8594. Fax: 6/5-741-5829.
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Investors remain wary, says Norma Cohen

Fund managers step up
the hard sell

FOR THE fund management
industry, October 19, 1987 was
a fidai wave from which recov-

ery has been far from com-
plete.

If anything, for both retail

and institutional hind manag-
ers. business is tougher than
ever.

After all, theirs is a task of

convincing the public that the
staggering losses seen in the

stock market crash of 1987 can
be be prevented - or at least

minimised — by effective man-
agement - and the public is

skeptical indeed.
The numbers show the

effects of the shake-out. In
1988, the retail portion of the
business, the mutual fund
industry, had total sales of
*77.7bn. exclusive of money
market ftmds. That reflects a
drop of over 100 per cent from
1987*8 record level of 5171.6am.
One of America's best-known

money managers, the Boston-
based Fidelity, announced
hefty lay-offs earlier this year,

while other firms have
announced more minor cut-
backs in staffing;

While the pace has certainly
improved in early 1989 - data
show that $22bn in mutual
fund sales were recorded in the
the first quarter of this year,

attracting new money remains
a problem.
“Redemptions from mutual

funds have been below nor-
mal,” reports Ur Michael Up-
per, president of Upper Analyt-
ical Services which specialises

in tracking the US mutual fond
industry.
“But sales until quite

recently have been quite poor,”
he added. In short, the trend
has been for investors, a por-

tion of whom lost principal in
the crash, to leave their funds
invested in the hope of recover-
ing their losses.

However, they are not com-
mitting new money to the busi-
ness - and that does not bode
well for fond managers' profits.

About 70 per cent of all mutual
fund sales in the US incorpo-
rate some sort of sales commis-
sion, according to the Invest-

ment Company Institute, a
trade organisation.
Only about 30 per cent are

oiECered on a so-called no-load
basis, meaning that most firms
must keep lining up new cus-

tomers in order to maintain

profitability.

“The volatility of income in

1987 shook a lot of people," he
explained. While he projects

sales of mutual funds will
eventually return to an annual-

ised pace of Sl30bn to $135bn. It

is unlikely to occur this year.

But by all accounts, the real

challenge facing the fund man-
agement industry is the rising

cost associated with attracting

new business in the face of
stepped-up competition and
growing investor anxiety about
equity investments generally.

Mr Steven Norwood, vice
president at Baltimore-based T.

Rowe Price, notes that the
greatest interest has been in

the least aggressive stock
ftmds and in high-yield bond
funds which are thought to
offer less risk of losing princi-

pal.

And, while T. Rowe Price
has lok fewer accounts than

Pension fund

customers are also

becoming increasingly

cost conscious.

many of Its competitors - its

sales in 1988 were down on 30
per cent over the prior year -

it has had to work harder than
before to attract new business.

For instance, the firm devel-

oped a work-sheet for custom-
ers to help them decide for

themselves an appropriate
asset mix for their investments
- a marketing ploy that
brought in over 100,000
responses.
But those sorts of marketing

efforts cost money, as many
fond managers are finding out
the hard way.
“Even though the business

has more money today than it

did last year, margins are
down,” reports Mr Upper.
Mr Thomas Powers, presi-

dent of Texas-based Criterion

Funds and current chairman of
the Investment Company Insti-

tute, believes that the rising

marketing costs and overcapa-
city signal a shakeout ahead.

“I think there’s going to be
further consolidation in the
industry as distribution
becomes Increasingly impor-
tant
His own firm has just

recently entered into an agree-

ment to be merged into Traksa-
merica dorp, a nation-wide
financial services firm.

Among other reasons for the
move, Mr Powers said that
brand-name recognition will be
an Increasingly critical ele-

ment in the ability to attract

new business. Also, firms will

need the punch of a major,
wealthy backer to help pro-

mote their products,
“All the 1CI studies show

investors look for name recog-
nition,” he said.

Meanwhile, the institutional

side of the business, which
largely concentrates on manag-
ing billions of dollars in Us
pension fond money, has also
fallen on faard fimaa.

According to Mr Robert Gil-

lette, senior vice president at
Frank Russell Associates, a
Tacoma, Washington-based
firm specialising In tracking
the fund management indus-
try, the amount of new pension
money being committed to
marmgpmawt is in fact faffing.

“We’ve been in a bull market
for years and a lot of plans are
already overfunded,” he
explained.

As a result, employers do not
need to set aside additional
funds to meet pension liabUi-

ties and are content with sim-
ply managing the cash flow
from existing funds. There has
also been a shift away from
so-called defined benefit plans

in the US which guarantee
retirees a set level of benefit

after a certain age.
instead, firms are offering

defined contribution plans
under which the employs' con-
tributes a set percentage of the
employees’ annual wage and
the employee receives a lump
sum upon retirement This has
reduced outlays for employers,
many of whom offer the
employee the option of manag-
ing the money himself

Furthermore, changes in US
tax law have removed certain
incentives for employers to add
to their pension funds, also

reducing new money under
management
Pension fund customers are

also becoming increasingly
cost conscious.

“Institutional clientele are
clamoring for lower fees,” Mr
Russell said. Typically, a good
equity fond manager can get SO

basis points on a $100m porfo-

lio.

That demand for lower fees,

coupled with rising overheads
and fanmg volumes is bringing
to a head the debate over the
use of “soft commissions" -
the provision of research and
other goods and services by
brokers to fund managers who
agree to conduct a minimum
volume of business with them.

The catch is that brokers’
commissions are paid for out of
the clients* own investment
monies, not out of the manage-
ment fee. In effect, the soft

commission system allows
fond managers to cover some
of their overheads out of dir

aits monies. Of course, many
of the services provided fall

into the category of those
which enhance the fond man-
ager’s ability to earn a high
return for Ids client, and thus,

are within guidelines set by
the Securities and Exchange
Commission.
But the drop off in volume of

securities purchases in 1988

left many US fond managers
well below the quote which
hail been agreed with their bro-

ker, forcing some to pay
rebates.

Meanwhile, client tastes in
fund management are them-
selves r.hanglng. One recent

fad that has gripped institu-

tional investors is the trend
toward some of the mare mech-
anistic approaches to fund
management
Asset allocation theory has

particularly caught on in a big
way since the stock market
crash, with investors hoping to
at least perform as well as
major stock and bond market
indices.

Typically, a fund manager
invests monies in a basket of
stocks which mimii-a, say, the
Standard and Poor’s 500 or
some other Index, hoping to
equal its return. Such a strat-

egy also involves heavy reli-

ance on derivative products

“It’s a way of delegating
asset allocation decisions to an
outsider,” says Mr Russell
Several firms, particularly

Batterymarch Associates, pio-

neered some of the terhniqntnc

in the early 1960s, and with the
crash of October 1987, the
strategy has become much
more popular.
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The strength of The Rock in London

PIC Capital Group is part of The Prudential Insurance Company of

America, which is the largest private debt investor in the United States,

with a portfolio of over $30 billion. Through PIC Capital Group in

London. The Prudential Insurance Company of America provides

dollar-denominated capital for UK. and European companies seek-

ing financing ofoperations or acquisitions in North AmericaAmounts

range from $20 million to $500 million, with debt maturities of up to

20 years. Private placement financings do not require public regis-

tration, so fees and expenses are kept to a minimum.

PIC Capital Group
a unit of ThePrudential (S& insurance Company ofAmerica

1 College Hill LondonEC4R2RA Call MarkSoich 01-2838122

EYES ON THE SCREENS: traders (left) on the New York

Stock Exchange keep their eyes on the latest stock

prices as the closing bell draws near. US stock prices

this spring stood only five per cent below the all-time

records they reached two years ago. Above, right a
dealer in New York keeps track of capital markets.

A surge of foreign investment in the US

Substantial increase in

cross-border purchases
FOR the US securities houses
which dominate ttenagm '

and acquisitions business, it

was no surprise when the US
Commerce Department
announced, just a few weeks
ago, ttrnt foreign investment
in America had surged 61 per
cent in 1988.
After all, an increasing

portion of their M&A fees are
coming from advising foreign
companies looking for a
strategic toe-hold in America.
The Commerce Department
said that 1988 investments
totalled $65bn, up from
$40-3bn in 1987, continuing
the steep upward trend seen
throughout the 1980s.
The data omit severalkey

categories of foreign
investment, notably that
which comes in through
limited partnerships or
securities purchases, making
the overall level of purchases
even more impressive.
According to the US

Government's data, upending
was led by the British whose
investments rose more than
30 per amt to $2l.5bn from
glS.lhn. The UK. was followed
by Japanese investment winch
doubled to S14JZbn in 1988 and
a nearly ninefold increase

Foreign investment in

the US rose by 61 per
cent in 1988

in Canadian spading to
$lo.4bn.
Mr Robert JUssin, ingwugfng

director, M&A, at Morgan
Stanley, said that one of the
most surprising facets of the
foreign investment date is

perhaps the fact that the
Japanese have not been more
acquisitive.

“They are very selective,"
he said, noting that the recent
focus of Japanese M&A
activity is on European
purchases. Japanese
businessmen fear that if they
do not secure a toe-hold In
Europe prior to 1992, they win
be unable to do so later,

leaving them to wander in a
commercial wilderness locked
out of one of the world's three
major markets.
Japanese purchases of US

industrial concerns, he notes,
have largely been confined
to those companies with which
the acquirer has had a
long-standing business
relationship, such as
Bridgestone which acquired
Firestone Rubber in 1988.
Therefore, it is not

surprising that Japanese firms
have not built major
reputations for themselves
as advisors in US M&A deals.

Instead, the major securities
houses have come In through
the back door, via investments
in M&A boutiques of no mean
skills. Nomura Securities, for
instance, has a stake in
Wasserstein Perella, one of

the nation's leading M&A
'advisorarAlso.'KackBtcme

'

Securities includes a minority
holding by NIkko Securities.

White Blackstone has
targeted its M&A advisory
services towards Far Eastern
clients, it remains to be seen
whether the partnoraMp
approach with Japanese
securities houses will give It
— or other boutiques which
look just Hke it - an edge
when it comes to advising
Japanese bidden.
However, data compfied by

IDD Investment Services
shows that in. 1988, two UK

ffrm — National Westminster
andShutnelJCoutagu — moved
Into the ranks of the top 10
M&A advisors for foreign
ftwpa making IIS aeqateitfams.

Also, in second place, was the
newly-formed boutique,
Waswarstein Perafla which
advised acquirors on 87*9bai

of deals.
The top-ranking advisor to

foreign companies making
US acquisitions in 1988 was
First Boston which advised
on ffciffln in deals. In third
place was Laxard Freres with
$4.5bn, with RdtiucfafldIn
fourth place for $4Abn and

GROSS TRANSACTIONS IN AND NET PURCHASES
OF UA EQUmizs

(S RMBona)
1917 19U
Owe • MM Gnm Nat
,«Wr puduuti

. moaner iweftm
Europe $232^84 31-932 . 3154.162
Belaium-Luxemboura 11,732 435 7,738 134
France 20,055

16.206
005) 12,028 (281)

Germany (TO 10966 223
Netherlands 11.278 892 5.828 (535)
Switzerland 50,533 (1,123) 34,909 • (2^42)
United Kingdom 103.909 631 73,235 (1.034)
Canada 49.947 1.048 33,941 - 1,068
Latin America, Carib-
bean 46,800 1,319 3M01 1.2*8
Bermuda 10,424 (102) 6.663 65
Netherlands Antilles 15,581 (187) 12,729 386
Aafat 142^61 11,535 128,624 (1.104|
Hong Kong 12/189 658 6,878 (250)
Japan 102^75 11,385 104,601 1^23
"Other Asia 1*

20,545 (1.380) . 14,143 (2.468)
TOTAL, aU countries 3461 ,971 $16^72 S3Q3^8S- $(2JQ62)*
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Foreign acquisitions off US companies
Timm limn Vafcnd at Total Data

Total SUBOaa Sl.tmom Vafcw Pah BASE-
Year Transactions or mart . or imra of doBra)

1972 88 - 0 a.

1973 143 5 <• # •

1974 173 4 - # .

1975 184 2 - S 1.6 84
1978 178 5 - 2:4 87
1977 162 3 3L1 92
1978 199 17 - 6L3 134
1979 236 11 - . 5.8 • 142
1980 187 22 - • 7.1 110
1981 234 24 4 '18.8 126
1992 154 15 - 5.1 81
1983 125 10 1 5.0 59
1964 151 23 2 15.1 85
1985 197 21 3 10.9 80
1988 254 51 3 24.5 156
1987 220 62 10 40.4 12a
1988 151 32 3 1.5 61

0DMI Ml caUscfd M flat ytsr._

IL_J ll.ll .

Sourmk Orkam & Col

FOREIGN TRANSACTIONS IN U& SECURITIES
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Foreign PU 249,122 180,080 1084S8 86,362
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'

163,017
-2.056

78^12 67,715 .

Net Purchases 16,272 • 27,544 . 28,647
Foreign Countries 16,321 -1.881 29y804 - 29,193
Europe 1,932 -3,423 21,969 , 17,892
France 905 -281 194 • 143
Germany -70 229 33 1^44
Netherlands 892 -835 269 • 1^14
Switzerland . -1.123 -2242 '1,587 • 513
UK 631 -1,035

1,087
13.770- - 13£42.

Canada 1,048 1,296 7U
Latin America 1,316 1,249 2,857 1.930
Middle East -1,360 . -£,460 -1^14

.

-174
Other Asia 12.890 1.382 2.021 8TO0
Japan 11,365 1.923 1,622 7,686
Africa 123 188 16 . -8

Other countries 365 121 -61 •68

Nnw*: RMm Noctoma, FT, N*w Yortt

Allen and Co in fifth place for
g&flhn-intieais. -

But as any foreign company
which has coveted a US
property can testify, cross
border acquisitions can be a
very tricky business,
particularly for those
unfamiliar with the litigions
nature ofAmerican firms and
fife political muscle they can
flex.’

“In the US, at the end of the
day, there fa only one thing
that matters - and that’s cash
to the shareholders," raid Mr
if. T I.

.

Morgan Stanley, which,
along with S.G.Warburg
advised Grand Met on its

successful! $5.7bn acquisition
for PUkbury, was able to
devise an offer that would give
shareholders greater value
than anything the company
could offer than itself by
liquifying its own balance

But Mr Philip Keevil,
managing director at SG
Warburg, points on* that
certain amount of familiarity
with American sensibilities
was also a key ingredient in
GBaud Met*s successfai bid.
The chairman of the

company, for instance, flew

‘Cross-border deals
can be a very tricky

business’

out to Mineapobs where
Pfifabury isbased to hold a *

meeting with the governor.
“The amount of

misunderstanding between
US and UK companies is
phenomenal " he
By making some

ptwemptive moves early on

Grand Met was able to avoid
the unsettling battle that
Bearer led far

Lehman, a subsidiary of
American. Express Co and lead
advisor for Bearer, found
leading Pennsylvania.

toout up tfaefr American
Express credit cards in rtwftmao
of the acquiree.

Therefore, IDD’s foreignM&A league tables shown
dominence of US firms for
1988, although tile data may

But wltii the overall level
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SURVEY
These are

unpredictable times

for goid. Last year

was the first since

1968 when the gold

price did not rise in real dollar

terms. The probfem ties parity with

the miners themselves and investor

disenchantment in the West, writes

Kennefli Gooding

Yellow metal’s
hard times

10 Year Gold Price In Major Currencies PerTroy Ounce, Fine Gold

U.S. DOLLARS JAPANESE YEN SWISS FRANCS

Gold and Precious
Silver Platinum; Palladium

Mine production; Coins
Canada

South Africa; Australia

US; (Sold futures

Gold highlight of 1988

I

5.

s

6

THESE are exciting1 and
unpredictable times for gold.
Far example, on February 18

the bunion market was hit by
a tidal wave of forward selling

by Australian gold mining
companies. This happened to
coincide with the Chinese New
Year, traditionally a quiet time
for gold demand. Consequently
the gold price in London fell

sharply in the first trading
hour, by $&35 a troy ounce to
$378.15.

For Australians it nyufa

good sense. They bad been
poised to take advantage of
any sudden fall in the value of
the Australian dollar and by
acting quickly they sold for-

ward for about A$40 an ounce
more than they could have got
for their gold the previous day.
This was one of the most

obvious examples of the way
that gold mining companies,
particularly in North America
and Australia, worried about
the steady fall in the gold
price, actually make it worse.
Any time the price shows signs
of recovery, they rush to sell

forward metal they will not
produce for at least another
two or three years.
The irony is that gold miners

can reasonably say that, by
locking in their profit by sell-

ing forward this way they pro-
tect themselves from the worst

impact of the foiling price.

The severity of gold’s price

foO can be judged by the feet

that 1988 was the first year
since 1968 - when the gold
price waa freed after being
pegged at $35 an ounce - in

which the gold price did not
rise in real US dollar terms.
During 1988 the US dollar

price fell by nearly 15 par cent
ft opened at $480 an ounce and
dosed at $410. The range was
$485 at the top in mid-January
to $385 in September. The aver-

age, based on the London “fix”,

was $437.10 compared with the
1987 average of $446.55 an
ounce.
At current price levels about

20 per cent of the non-Commu-
nlst world’s gold is being pro-

duced at a loss, according to
Consolidated Gold Fields'an-
nual study of the market
South Africa, the wodcTs lead-

ing gold producer and a coun-
try where forward selling is

harrfly ever employed, is worst

While the activities of the
gold miners themselves have
contributed to the gold mice
fell, its origins can be traced to
the disenchantment of inves-
tors in North America and
Weston Europe who seem to
have fallen oat of love with the
yellow metal.
The bearish sentiment has

been so bad that many tradi-

tional portfolio holders of gold
bullion have succumbed -

even the Swiss banks, those
staunch supporters of gold as a
long-term investment. Many
have reduced bullion holdings
to TwjnfTmrm acceptable levels.

In some cases they have sold
their last ounce.
Yet investment demand

-wields the greatest influence
cm the gold price. “While sup-
ply and fabrication demand are
important, investors serve as
the ‘swing' factor that deter-

mines whether there are suffi-

cient gold supplies in the mar-
ket at a given time and price

and, if not, in which direction

prices must heed in order to
restore a balance to supply and
demand,** says Mr Jeffrey
Christian of Christian, Pod-
leska, and van Mnsschenbroek
(CPM), the precious metals and
commodities research and con-
sulting group.
CPM suggests that in 1984

and 1985 investors wanted
between 310 and 440 tonnes of
gold at prices between $300 and
$375 an ounce. In the following
two years their appetites dou-
bled.
Consequently investors

pushed the price up by 41 per
cent in two years and this
encouraged more metal to the
market as well as discouraging

gold users - jewellers, dentists

and electronics manufacturers
- from buying
This increased the amount of

gold available to investors to

684 tonnes in 1986 and 715
tonnes in 1987.

Last year investors pulled
back. CPM reckons they
bought only 370 tonnes. “Hav-
ing hid the price up to attract
additional metal in the previ-
ous two years, investors aban-
doned the market with an over-
supply. Prices had to foil in
order to induce supply and
demand adjustments ,

" says Mr
Christian.
That tells only part of the

story because, white investors
in North America and Europe
deserted the gold market those
in the Far East bought as
never before.

One consequence was that
demand for gold coins, a
favourite among American and
some European investors, fell

last year while demand for the
kilo bullion bars and other,
smaller, bars of high-purity
(99.99 per cent) destined for the
Far Eastern markets was so
great that refineries simply
have not been able to cope.
Deliveries cannot be made
until mnnifiw ah»»**d and premi-
ums are higher than usual.
“During 1988 and early 1989

net sales of gold from Europe

and North America has fed an
almost insatiable appetite for

gold among many Asian inves-

tors." says Mr Jeffrey Nichols,

managing director of the
American Precious Metals
Advisors consultancy group.
The main Asian gold centres

imported about L500 tonnes of
gold to satisfy investment
demand for bars as well as jew-
ellery fabrication require-
ments, he suggests.
“This eastern demand was

met not only from the supply
of new gold entering the mar-
ket but also from massive net
sales by investment and dealer
stocks in the US and Europe."
According to Mr David Saun-

ders of bullion banker Mase
Westpac Australia, although it

is generally believed that
Taiwan and Japan were the
largest importers of gold in
1988, in an official sense Hong
Kong outstripped them.
Japan took just under 300

tonnes of gold, Taiwan about
330 tonnes and Hong Kong
took 460 tonnes. Of this, about
300 tonnes came from Switzer-

land and the UK. shared
equally, and about 100 tonnes
from Australia and the US,
with flanarfa and South Africa
next in the rankings.
Mr Saunders says that most

of this gold did not stay in
Hong Kong even though the

official export of gold
amounted to only 22 tonnes, of

which 16 tonnes went to

Taiwan, three to China and
just over one each to Macao
and Thailand.
“While there is an extremely

booming jewellery industry in

Hong Kong, 1 do not think that

anyone would claim that the

balance of some 438 tonnes was
absorbed by this industry,”
says Mr Saunders.

"Clearly, most of it was re-

exported in an undeclared fash-

ion. China seems to have been
the recipient of some but the

bulk would have found its way
to Taiwan with some also
going to Thailand and possibly

Korea.”
The Far East appetite for

gold left supply and demand
more or less in balance last

year. According to Mr George
Milling Stanley, author of Con-
solidated Gold Fields* annual
review of the market, total sup-
ply of the metal to the non-
Communist world last year
was down by 10 per cent at

L8SG tonnes.

The decline was caused by
lower scrap deliveries, another
remit of low prices. Production,

ofnew gold from the non-Com-
munist world's mines was a
record L538 tonnes.

Fabrication demand rose by
16 per cent to a record 1,844

tonnes, absorbing virtually all

the conventional supply, says

Mr Milling-Stanley.

The market was pushed into

oversupply by a phenomenon
that in the past might have
been considered “unconven-
tional” supply but is now
endemic in the industry - for-

ward selling and gold loans.

These have become so impor-
tant that they should be con-

sidered as much a part of the
total gold supply as mined pro-

duction, suggests Mr Nichols of

APMA.
(Gold loans and forward

sales constitute what might be
termed “accelerated supply” as

they both involve the delivery

to today’s market of physical

as a proxy for gold which
not yet been mined. The

loan will be repaid out of
future production but the mar-
ket has to absorb the physical

gold immediately.)
Mr Nichols calculates that

during 1988 these transactions
brought forward into current-

year supply some 467 tonnes of
gold that had not yet been
mined “and in some cases will

not be mined until the mid-
1990s.”
Forward sales and gold loans

contributed only 109 tonnes to

supply in 1987 so the incremen-
tal supply last year was 358
tonnes.

“This influx of metal, much
of which was borrowed from
the central banks and bullion

dealers, battered the market
and contributed to the sharp
price decline,” he says.

Like many other analysts,
Mr Nichols believes that the

peak of gold loan and forward
selling activity is over and that
this year they will total about
265 tonnes and be less of a

depressant on the market.
Ms Rhona O'Connell, pre-

cious metals analyst with
Shearson Lehman Hutton, goes
along with that point of view.

She estimates that gold loans

alone contributed at least 150

tonnes to supply last year.

“The gold loan market is

here to stay, in an ever-more
sophisticated form.” she sug-
gests. “However, we expect
that the net supply of loaned
gold to the market has peaked
on an annual basis in 1988.”

Another unpredictable ele-

ment in the gold market is the
behaviour of the central banks.

At the end of last year 35,741

tonnes or about 35 per cent of
all the gold ever mined was
held in the reserves of the cen-

tral banks, the International
Monetary Fund, the Bank for

International Settlements and
the European Monetary Co-op-

eration Fund.
Continued on Page 6

• The Strategic Resource

New perspectives on
precious commodities

Platinum and palla-

dium, contemporary commodities in

every sense, are breaking open a new
world of strategic trading opportuni-

ties. Opportunities triggered by a long
fistof new applications in industryand
technology, and by new investment

products.

Helping the burgeoning communiiy of

industrial and investment interests

seize these strategic hedging and
trading opportunities is NYMEX—
The New Ybrk Mercantile Exchange.

Contemporary opportunities. With
over 30 years experience in platinum
futures, and 20 in palladium, NYMEX
provides commercial interests with

tested opportunities to protect against
price risk in the physical market

For investors, NYMEX futures aHow
large quantities of metal to be con-
trolled with a relatively low margin
outlay. Without concern for actual

delivery. Making them a cost effective

way to capitalize on high price volatility

in this market

In addition, NYMEX. as an organiza-

tion, has itself become a strategic

resource. So much so that NYMEX
futures were traded at a rate equal to

24 times the cash market for platinum

in 1988 alone. And 5 times the cash
market for palladium.

Contemporary interests. The unique
propertiesof platinum and palladium
identify them as strategic resources for

the future. The largest single use of

platinum is in the rapidly growing mar-
ket for automobile catalysts. For palla-

dium, it is in the expanding field of

electronics. Research in energy, medi-
cine and chemistry is laying the foun-
dation for new industrial applications.

At foe same time, platinum is popular
for fine jewelry. And strong demand for

investment bars and coins is adding
new excitement to the market

Also affecting foe exceptional value of

platinum and palladium is foeir extreme
scarcity. Moreover, global supply is

concentrated primarily in South Africa

and the USSR, white demand is high-

est in the U.S. and Japan.

With such a dynamic supply and
demand scenario, an authoritative

source of price data and a reliable

trading arena are now critical to

traders around foe world.

The contemporary source. NYMEX is

a highly liquid and accessible public

trading forum. Organized explicitly to

guarantee the performance of every

contract it adheres to the highest stan-

dards of market surveillance, rule

enforcement and client anonymity.

A contemporary perspective. Take a
good look at platinum and palladium.

With exceptional financial opportunity,

backed by the proven strength and
expertise of NYMEX, a new perspec-
tive can be a strategic resource for

you. To learn more, callNYMEX
today; 212-938-2213. In London,

call: 01-930-1900.

NYMEX
AfevarYbrk Mercantte Exchange
A Proven Resocvee in Motels.
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David Blackwell on the cloud hanging over silver

ver fights
vestor appeal

SILVER has been in the
doldrums for the past 12
months or more, and there
appears to be precious little

sign of a breeze.

The fall in the price below $6

an ounce this year has seen
some of the more marginal
mines closed down, and ana-
lysts are not predicting any
sustained rally above the $6
level at least for the rest of this

year. Last year prices averaged
$6.53, and in 1987 more than $7.

Two factors have worked
against the silver price, accord-

ing to Ms Rhona O'Connell,
precious metals analyst with
Shearson Lehman Hutton in

London. Silver has lost its

attraction as an investment,

and fabricators have been des-

tocking.
Historically the use of silver

as an investment has been con-

centrated in the US. which has

a large indigenous mining
industry. Bui throughout 1988

there was a net disinvestment

in both North America and
Europe.

“Silver is always a sensitive

inflation indicator,” says Ms
O'ConnelL “Inflation in North
America has been perceived as

under control - there has

been no need for distress hedg-

ing."

She doubts whether the man
in the street has sold back, but

funds have liquidated and “this

has put a cloud over silver."

At the same time high inter-

est rates have led to destocking

from fabricators. In the early

1980s the volatile and high

prices Jed to consumers adopt-

ing a hand-to-mouth existence.

But from 1985 to 1987 lower

prices and lower interest rates

led to some tentative restock-

ing. Last year, however, with
prices down and interest rates

ud, destocking began again.

By the end of May, stocks on
New York’s Cotnex reached a
record 6.380 tonnes - more
than 800 tonnes over the
amount of stocks on January 1.

Meanwhile, mine production

has been increasing. This year
Shearson estimates total world

mine production will be 11,500

tonnes, compared with 10,900

tonnes in 19S8.

This is mainly because most
new production of silver is not
price sensitive as it is a
by-product horn lead, zinc or
gold mines. Last year's high
prices for base metals encour-

aged companies to maximise
production.

Much of the gain in output

has been concentrated in the

Mbs

Liquid gold: pouring gold at a Nevada plaid

US. Green's Creek, operated by
a wholly-owned subsidiary of
BP Minerals, came on stream
in March and is likely to pro-
duce 145 tonnes this year and
200 tonnes next year, according
to Shearson. Echo Bay’s McCoy
Cove mine is also expected to

produce 200 tonnes next year
after 84 tonnes this year.

The Increase in production
has come despite the continu-
ing troubles of Peru, which in
the early 1980s was up with
Mexico at around 1,800 tonnes
a year, and planning for 2,000
tonnes.

Last year about 25 per cent
of all Peruvian metals output
was lost because of strike
action throughout most of the
final quarter and deteriorating
equipment. Silver production
fell to 1,500 tonnes.
Ms O’Connell doubts

whether the Peruvian industry
can recover this year to
increase production. "Peru is

to the silver industry what
Zambia is to the copper indus-
try - it has no foreign
exchange so the infrastructure
cannot be repaired.”

Also looming over the indus-
try is the possibility that Peru
might attempt to solve part of
its US dollar reserve shortage
by selling some of its stocks of
refined silver on the open mar-
ket
The effect of this on the sil-

ver price "could he devastat-
ing, with repercussions right
through to 1990.” the mining
team at Ord Mlnnett, the secu-
rities house, suggested earlier
this year. Already some mar-
ginal mines have been forced
out of business.
United Keno Hill Mines, S3

per cent owned by Falcon-
bridge, in January shut its

three silver mines in the
Galena Hills area near Elso in
the Yukon, citing high operat-

ing costs due to low silver
prices and a shortage of skilled
workers. Last year Keno pro-

duced i.74m ounces of silver
1

and 6.2m lbs of lead.

This month Agnico-Eagle
Mines, which produced L35m
ounces last year, suspended sil-

ver production at its three
mines in the Cobalt area of

Toronto, saying it needed a sil-

ver price of $9 an ounce to
break even.
Hecla closed the Escalante

mine in south-west Utah at the
end' of last year, but this was
due to the depletion of ore
reserves rather than low
prices, and the mill will con-
tinue to treat stockpiled ore
into late 1990.

Secondary supplies rose to
3,850 tonnes last year from
3,425 tonnes in 1987, according
to Shearson. This should stabi-

lise for the current year.
Total supplies for 1988 were

14,950 tonnes compared with
14,690 in the previous year.
They are expected to reach
15,700 this year.
In spite of the lack of

demand for silver as an invest-
ment, industrial demand has
been steady since the price fell

below $6. Total fabrication
demand is expected to reach
15,795 tonnes this year, com-
pared with 14,808 tonnes in
1988 and 14.08& tonnes In 1987,

according to Shearson.
The healthy increase in fab-

rication demand has been
partly a function of strong
industrial growth benefltting
the electrical and brazing/sol-
der sectors, according to Ms
O’ConnelL But the healthiest
sectors have been photography
and Jewellery.
Photography offtake, which

is growing about 11 per cent a
year, reflects not only increas-
ing wealth but also increasing
leisure time in the West Jewel-
lery fabrication, now about 25
per cent ahead of early 1388
levels, reflects a renewed inter-

est in the metal as against plat-

inum, the much more expen-
sive white metal.
Ord Mlnnett says that, as

further expansions and reacti-

vations of lead and zinc mines
take place this year, and as
new gold, mines come on
stream, the expansion in pro-

duction of price- insensitive i]

silver will continue. It reckons
the annual addition to invento-
ries as likely to be above 3,000

tonnes next year. The company
suggests prices will average
$5.75 an ounce this year and
next year.
Ms O’Connell believes sil-

ver’s position cannot get much
worse. "The next move is

likely to be up rather than
down. But the dollar needs to
be going south with inflation

out of control for the price to
clear $6.**

PLATINUM

arket unlikely to settle

after another record year
THE Insatiable appetite of Hie
Japanese for platinum',- cou-
pled with the continuing
growth of the automotive
exhaust catalyst market, last

year sent world demand for
the metal to record levels

Ptatfmim supply and demand Western world
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As one of the founding members

of :1k» precious metals market in London,

we know only too well the value of trad-

ition. Particularly when it results in high

levels of .service and efficiency, as well as

the confidentiality and discretion which

are the hallmarks of this specialised

market.

For us tradition means experience,

and our depth of experience helps us to

be u leading innovator. We are active in

the options marker where we have

unique advantages. In 19ST we played a

leading part in setting up the new London

market in Platinum and Palladium, metals

with significant Industrial and investment

potential.

Samuel Montagu handles all aspects

of buying and selling precious metals,

both spot and forward, and has extensive

storage facilities. Wc also have trading

offices in New lork and Hong Kong, and

enjoy tbe wider geographical and finan-

cial strength of Midland Group.

If you would like to know

more about our traditions and

innovative approach ring Doug

Bull on 01-260 9240.
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This year demand Is set to
exceed supply for the fifth con-
secutive year - and the deficit

will continue for the next tyo
or three years, according to
Johnson Matthey, the world’s
largest platinum marketing
company. And while the sup-
ply deficit for 1989 is not
expected to be as great as last
year’s it will still lead to pres-
sure on available stocks.
The company’s annual plati-

num review, published in May,
puts overall demand for 1988
at 3.66m ounces - an increase
of 10 per cent and the second
year in succession that the 3m
ounce level was exceeded. Sup-
plies of primary metal, on the
other hand, grew by only 3 per
cent to 3.2m ounces. The defi-

cit of supply more than dou-
bled to 460,000 ounces.
Shearson Lehman. Hutton

puts total world supplies at
3.25m ounces for 1988, with
total industrial demand net of
investment at 3.18m ounces.
For 1989, it estimates supplies

Japan’s insatiable

appetite for platinum,

coupled with the

continuing growth of

the automotive
exhaust catalyst

market, last year sent
world demand to

record levels

at 3.35m ounces and industrial
demand at 3.02m ounces. But,
according to the company's
quarterly report on precious
metals published last month,
investment activity this year
needs to be only half the
677,000 ounces of 1988 before
any slack appears in the mar-
ket.
Fabrication demand last

year was strong, especially in
the jewellery sector,' where
“the Japanese were phenome-
nally heavy buyers.” according
to Shearson- JnhmwnuyfftHMw ....

1983 1984 1585 1988 1987 1988

SUPPLY
South Africa 2JJ70 2^80 2.340 2.350 2,520 2,560

Canada 80 150 150 150 140 145

40 40 40 40 40 95

USSR safes 290 250 230 250 400 400

. Total supply M80 2.720 2,760 2,630 3,100 3^00

DEMAND by region

Western Europe 330 400 -400 470 560 545

950 1,140 1,250 1,010 1.650 1.915

North America 720 910 1,010 1.190 900 850
Rest of western .world 180 180 170 170 180 310

Western sales to
Comecon/China 20 30 30 40 30 40
Total demand 2^00 2,660 2,860 2JBB0. 3.320 3,660

Souta: Johnson Mjrttio-J

cent increase over the previ-

ous year. Japan accounted for

54 per cent of all the primary
platinum available to the West
in 1987 - last year its share
grew to 68 per cent
-Johnson Matthey says it is

unlikely that Japan will repeat
last year's extraordinary level

of imports, -but it looks set to
remain the biggest market by
far. But tt expects Jewellery
demand . to be maintained,
while, the Investment metal
business migM. fail,

“We believe that platinum
will continue to develop as an
investment instrument but at

a slower pace than over the
last four years. Probably tbe
Far' East will be the major
market of interest, with North
America somewhat less active
by comparison,” its review
suggests.

Certainly the past year has
sees a strong growth In the
mail investment sector. Last
September saw the launch of
the Australian Koala, which,
passed its first year’s sales tar-

get of 10QJK)0 ounces within
two months. It was quickly
followed by tine Royal Cana-
.dian Mint’s Maple Leaf with a
sales target, of 80M00 ounces
for its first year.
Shearson puts particular

emphasis on the investment
sector in tbe future. “Probably
one of the most important fea-
tures of the platinum market
in the 1990s is that investment
activity in Europe and North
America needs to start to build
a solid base now if the market
is to remain tight right tbe
way through to the middle of
the next decade,” it says.
However, Shearson does not

expect..Japanese jewellery to
x&fofMii spectacular,
^er^jrrudjice^ “Which has been'

partly Induced by tax changes
and the nation's phenomenal
growth rate and associated
wealth.” But it does see
growth potential in all other
sectors, and expects offtake to

reach 3.53m ounces in 1993, an
Increase of 350,000 ounces
over last year’s levels.

The second biggest con-
sumer of platinum is the auto-
motive catalyst sector, which
Johnson Matthey says took
1.33m ounces last year, includ-

ing 160,000 ounces recovered
from spent catalysts. The
group believes that the
increasingly fast pace of intro-

duction of car catalysts in
-Western Europe should sus-
tain demand in future.
The rapid expansion of cata-

lyst manufacture in Europe
will help Europe and the rest
of the West to take over North
America's position as the sec-
ond largest consuming region
next year, Shearson says.

The platinum market will
continue to be volatile-follow-

ing last year’s fluctuations
which took it to below.$450 an
ounce in February and -to a
-peak of $650 an ounce in June.
The average of London quotes
for 1988 was $530 an ounce -
$25 an ounce lower than in the
previous year.
The platinum price dropped

$90 in 24 hours in mid—De-
cember following the
announcement by Ford of the
US that it was testing an
exhaust controlled catalyst
which did not use platinum.
The announcement blew the
speculative froth off the mar-
ket, which had been trading at
over $600 an ounce, according
to Ms Rhona O’ConnelL Shear-
acm?fLpre<$nu -natah,
But the reaction yraiS.

and reflected the" relatively

thin trading volume of the

Nyrnex futures market, she

feels-

Johnson Matthey expects

the price to trade this year

between $300 and SfiOO an

ounce. Shearson expects an

average this year of S560/55S5

an ounce - assuming a soft

landing for the CS economy

and a slowing elsewhere tn the

West. . , „
Ironically, the price fell

below $500 an ounce shortly

after Johnson Matthey pub-

lished its review last month.

But Ms O'Connell remains con-

vinced that below S525 an
ounce there is clear evidence

of strong consumer demand,
especially considering the run-

down of stocks. “The recent

weakness is very largely spec-

ulative,” she says.

On the supply side. South

Africa maintained its domi-

nant 80 per cent share of west-

ern supplies with output of

2.56m ounces last year. John-

son Matthey expects only a

modest change in primary sup-

plies this year with South
Africa prodnclng little more
Major South African contri-

butions to western supplies
remain some way off. accord-

ing to Johnson Matthey. Pro-

ducers will be looking hard at

The platinum market

will continue to be
volatile following last

year's fluctuations

which took It to below
$450 an ounce In

February and to a

peak of $650 an ounce
In June

the reliability of the strong
demand base, and are most
unlikely to overload the mar-
ket if serious doubts arise.

“Given the attritive effect of
the sheer practical and finan-
cial complexities of bringing
new platinum sources
onstream, most commentators
have already down-rated their
projections of extra South
African supply by 1995 from a
possible 1m ounces to some-
thing close to 750,000 ounces.”

PALLADIUM

Unfashionable
steps into the

finally

PALLADIUM, normally seen as
an unglamorous cousin of plat-

inum. has stepped firmly into
the spotlight twice in the past
year — first when Ford
announced last December that
it was testing a car. exhaust
catalyst which did not use plat-

inum, and then at the end of
March after a possible break-
through in nuclear fusion
experiments.
The renewed interest in the

metal has been reflected in the
price which touched. $180 an
ounce in London in April -
the highest level since Novem-
ber 1980. Prices for 1988 aver-
aged only $124 an ounce in
London, down $8 on the aver-
age for 1987, according to John-
son Matthey 's latest platinum
review.
Johnson Matthey believe

that last year’s price did not do
• justice to strong demand for
the metal, which last year
exceeded snpply by 50,000
ounces. It puts supplies to the
West in 1988 at 3-265m ounces,
3 per cent above tbe 1S87 level,

with demand at 3.315m ounces,
an increase of 4 per cent.
Ms Rhona O’ Connell, pre-

cious metals analyst with
Shearson Lehman Hutton, says
the balance between supply
and demand is now, and will

remain, very tight. She sees
the price averaging $155 an
ounce for the rest of the year,
and trading between $140 and
$180.

Palladium is mined princi-'
pally as a by-product ofplati-
num. Johnson Matthey esti-
mates 1988 deliveries from the
Soviet Union to the West at
l.73m ounces, 60,000 ounces
down on 1987. South Africa',
the second biggest supplier,
produced an unchanged 1.1m
ounces. ....
The metal Is already in

strong demand from the elec-
tronics industry, particularly
in Japan. This sector increased
consumption by 8 per cent to
take just over half of the
West's supplies last year,
according to Johnson Matthey.
Palladium pastes are used for
multi-layer ceramic capacita-
tors and hybrid integrated cir-
cuits.

A further 30 per cent last
year was used in dentistry,
where demand is -growing
because or a worldwide trend
away from the use of gold
based dental alloys.

1I! demand: Waste»m world
C’OOO 02)

SUPPLY 1984 1985 - 1988 1967 1968
'

South Africa • 960 1.010 1.040 1.090 1,095
Canada . .190 . .

190 190 190 170
Others ' SO SO SO SO 270
USSR sales 1,700 •1.440 1,600 1,790 1,730
Total supply 2,860 2;tm 2,920 3,160 3JE05

DEMAND by region
Western Europe 520 520 540 550 585
Japan. 1,250

,
1,080 1.230 1,430 1,535

North America 990 940 966 1,035 1.020
Rest of Western world 200 200 .175 170 165

Totaldemand 2380 2,740 2.910 3,185 3>315

Use of the metal In autocata-
lysts took 6 per cent - mainly
in Japan. Johnson Matthey Is
sticking to Its prediction that
the use of palladium in autoca-
talysts will continue to decline
in spite of the widespread
belief that Ford’s non-platinum
autocatalyst .will be palladium-
based.

Ford's casual announcement
at the end of last year was
quickly followed the revelation
that Chrysler was testing a
non-platinum catalytic con-

the other partners for C$48m.
From the start of production

in March 1987 until the end of
last year Stillwater had sold
180,000 ounces of palladium
and about a third as much plat-
inum, according to Johnson
Matthey. It was the principal
new contributor to world palla-
dium supplies, of which more
than 90 per cent was provided
by South Africa and the Soviet
Union.
palladium has one major

drawback when compared with

Interest In the metal has been reflected in the
price which touched $180 an ounce In London

In April — the highest level since 1980

verier using palladium and
rhodium.
There are two very good rea-

sona why the American car
makers would prefer .to use
catalytic converters based on
palladium rather than plati-

num. The first is price - palla-

dium has been only about one
third the price of platinum.
Second, unlike platinum, palla-

dium Is mined In the US itself.

It comes from the Stillwater

mine, 80 miles south-west of

BUlings, Montana. Stfilwater is

the only primary producer of

platinum group metals in

North America - and palla-

dium is the main product.

The Stillwater deposit was
discovered In the.early 1970s

by tbe Manville Corporation of

Denver. Chevron Resources
joined the exploration effort in

1979 and today is managing tbe

mine.- In 1985 LAC Minerals
entered the picture by buying
the one-third Interest of Ana-

conda Minerals, which has now
gone out of business. LAC last

year decided to sell its stake to

platinum in autocatalyst use -
it is much more easily poi-
soned by lead, which dimin-
ishes .its effectiveness. In the
US even the “lead free” fuel
still has a very small quantity
of lead in it. In Western
Europe, now in the process of
switching to unleaded petrol
the residual lead in the fuel
distribution system (tankers,
pumps and so on), will remain
to taint the fuel for many years
to come.
Palladium is also less dura-

ble than platinum as a cata-
lyst, and some Japanese car
makers which once fitted palla-
dium catalysts switched to
platinum as their domestic reg-
ulations. were tightened. It is
questionable whether palla-
dium could cope if tiie US grad-
ually tightened the regulations
so that a catalyst would have
to remain effective for loo.ooo
miles rather than the 50,000
currently stipulated.

“in principal it could work.
In practice, it is unlikely to
succeed," says Ms O’Connell of

Shearson.
While the Ford news

knocked platinum prices on
the head and lifted palladium,
it was the nuclear fusion
experiments earlier this year
that really gave paiiaHhiwi a
boost. Speculative buying
flooded into the most illiquid
and thinly traded precious
metal market following news
that two electrochemists at tbe
University of Utah had
achieved nuclear fusion at
room. -temperature in electro-
chemical cells using palladium
and platinum electrodes
Immersed in so-called “heavy"
water. The Fleiscbmann/Pons
experiment claimed an incre-
mental power output of
approximately 26 Watts for
each cubic centimetre of palla-
dium cathode after nwcnpp a
current

Prices rose sharoly to $180
an ounce - still a long way,
however, from the record $335
-aniounce reached in Marchm8G at a time of rampant infla-
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PRODUCTION

SOMETIMES statistics tell the
story. So it is with gold produc-
tion. Last year output in the
non-Communist world jumped
by II per cent to a record 1,538
tonnes. Some analysts suggest
production could grow by
another Li per cent this year to
approach an unprecedented
1.700 tonnes.

This js not a recent phenom-
enon. Gold production in the
non-Communist world has
risen at an average compound
annual rate of 6 per cent since
1979.

Two-thirds of the increase
has come from only three
countries: the US, Canada and
Australia. Their combined
com.pound growth has been a
staggering 21 per cent a year.
According to Mr Tim Petter-

scn. eold analyst with the Met-
als and Minerals Research Ser-
vices consultancy group, the
factors which lead to the
extraordinary 1980s gold rush
included:
2 A high gold price. For much
of that time the prica has been
well above $300 an ounce —
the average in the five years to
the end oi 19S8 was about $420
compared with about $132 in
the 1970s. The price in Austra-
lian dollars looked even better
because of the weakness of
that currency against the US

Stes-rJy 20 par cent of

the non-communist
-world’s gold ouiput is

carrsniSy being
produced ai a Joss.

50U& Africa, the

leading producer, is

psrCicaiarSy affected

dollar.

3 The increased use of sophis-

ticated geophysical and geo-
chemical exploration methods
which have been largely
responsible for some of the
exceptional exploration suc-
cesses of recent years.
Improvements in mining meth-
ods. ranging from mine plan-
ning computer packages
through to new underground
mining techniques, have
helped to keep production
costs low.

Heap leaching in the US.
where the gold is leached from
ore piled cn plastic sheeting by
a weak solution of cyanide,
and off-the-shelf carbon recov-
ery plants (where gold in solu-
tion is attracted to small gran-

QofcS auppiy and demand In the Non-Gommunls? world (tonnes)
1963 1964 1985 1936 1987 1988

Mine nrsduction 1.114 1,162 1.233 1.293 1,382 1.638
Nef communis! sales S3 205 210 402 303 258
Net official sales (purchases) 142 85 (132) (145) (72) (270)
Scrap 294 291 304 474 405 324
Total supply 1,643 1,742 1,615 2,624 syna 1,850

Fabrication demand 1,231 1.433 1.485 1.6S6 1,586 1,844
Net surplus 411 260 130 338 422 6

Identttted bar hoarding
outside Europe and North America 73 332 306 214 268 474
Net implied investment (disinvestment)

in Europe} and North America* 333 (72) (176) 124 154 (468)

‘Include? noi Irnpact al field roans and forward solas

ules of carbon) in Australia are

considered by some to be the
most important technological

advances. They permitted a
massive amount of previously

uneconomic, low grade ore,

often in very remote places, to

be mined successfully.

3 Financing became easier.

Financial incentives included
•flow-through" funding, a
Canadian government explora-

tion incentive scheme, and
Australia’s tax-free gold pro-

duction. At the same time,

large and small companies
alike were able to raise easy
cash daring the prolonged bull

market in stocks which lasted

until the crash in October 1987.

Gold loans, with very low
interest rates and where both
interest and principal can be
paid in gold, became a stan-

dard mine financing technique
for large companies, mainly in
North America.
2 Low base metals prices in
the 1982-67 period were also a
considerable spur to gold pro-

duction in an indirect way
because leading base metal
producers, enticed by the gold
price, invested in gold instead
of their traditional businesses.

Mr Petterson says that by far

the most important factors
were the use of heap leaching
in the US and carbon recovery-

plants in Australia because of
their impact on costs.

According to Consolidated
Gold Mines' latest review of
the market, the US mining
industry last year managed to

contain its working costs in
nominal terms at $223 an
ounce. In real terms, costs
incurred during 1988 fell mar-
ginally compared with 1987.

Working costs in Australia
increased by more than 12 per
cent in US dollar terms last

year to $238 an ounce because
of the strengthening of the
local currency against its US
equivalent. This compared
with average non-Communist
world cash costs of 5249 an

ounce last year, up from $236
in 1987, a rise of 5.5 per cent.

(Depreciation costs of about
$50 an ounce should be added
to cash costs to establish a
gold producer's break-even
costs).

At this level, gold mining
remained a profitable business
for most companies during
1588. says Mr George Milling-

Stanley. author of the Gold
Fields’ review. However, he
estimates that nearly 20 per
cent of the non-Communist
world’s gold output currently
is being produced at a loss.

South Africa, the world’s
leading gold producer, is par-
ticularly affected. Its gold out-
put has languished. Its share of
non-Communist world produc-
tion dropped last year from 44
per cent in 1987 to just over 40
per cent. Average costs rose
sharply in that country, from
$259 to $275 last year. If South
Africa's performance is

excluded, the rest of the non-
Communist world's costs rose
by only 3.4 per cent from $207
to $214 an ounce.
The Gold Fields’ review does

not cover Eastern bloc gold
output, most of it from the
Soviet Union, the second-larg-
est of the worid's gold produc-
ers.

However, Mr Jeffrey Nichols,
managing director .of the
American Precious Metals
Advisors consultancy organisa-
tion, suggests that gold produc-
tion in the Soviet Union is run-
ning at about 295 tonnes a
year.
The Soviet Union sold about

180 tonnes to the West last

year but in 1989. because of
Moscow’s attempts to provide a
better standard of living via
the reconstruction (peres-
troika) programme, this could
rise to 187 tonnes.
The other two Eastern bloc

gold producers, China and
North Korea, traditionally sell

all their output to the West. Mr
Nichols estimates China's pro-

duction last year was about 81
tonnes. Before the recent tur-
moil in that country the total
was expected to rise by
another 6.5 tonnes in 1989.
North Korea probably pro-

duces about 25 tonnes a year
which would have taken total
Eastern bloc sales to the West
to around 286 tonnes last year.
In 1989 this could rise to 311
tonnes, according to Mr
Nichols. He believes total gold
mine production in the non-
Communist world will rise by
about 6.7 per cent this year to
top 1,595 tonnes.
However, Ms Rhona O’Con-

nell, precious metals specialist
in Shearson Lehman Hutton's
mining team, suggests output
could jump by as much as 12
per cent, to take gold produc-
tion towards 1,700 tonnes. Most
of the increase will be concen-
trated in Australia and the
Pacific Rim, plus North Amer-
ica. she adds.'

According to Ms O'Connell,
the growth in production seen
in the past few years will not
be maintained into the 1990s
but. for a couple of years at
least the momentum will be
taken up by Papua New
Guinea.
In May this year the

go-ahead was given for the rich
Forgera mine in PNG to be
developed by an international
consortium. Output should
start in 15 months time and
rise to 800,000 ounces a year
(about 25 tonnes) for the first

six years at a cash cost of only
$105 an ounce.

Evidence has also emerged
to suggest that another PNG
deposit, at Lihir Island, is the
largest outside South Africa.
Reserves are estimated to be
1,328 tonnes of gold. If the
go-ahead is given, production
at Lihir should start in the
third quarter of 1992 and reach
about 500,000 ounces of gold
annually (155 tonnes) for the
rest of the 1990s.

Ken Gooding

Corona Corporation, one ofthe largest
yold producers in North America, is a leader
::: performance. It has interests in ten
producing gold mines, several properties
under development and numerous explora-
tion projects. Corona's total gold production
ior l?S9 is forecast at more than 655,000*
ounces and total gold reserves currently
stand ai about 7 million ounces.

>i'ori(]-C3ass Mining Efficiency. The
company’s average cost Jo produce an ounce
ofpold is US S210. This makes it one ofthe
world’s lowest cost gold producers. Such
outstanding efficiency helps to maintain
Corona’s extremely strong financial position.

’Well-Scanned Growth-This company
puts low cost gold production first as it

aggressively pursues growth opportunities

through evplorr.iicn, development acquisition

and investment- The Santa Fe Mine in Nevada
and thejoin Mine in Saskatchewan, both of

which were brought into production in 19$$,

are cxamoles of this policy.

Corona Corporation also holds sub-
stantial interests in several otherpromising
companies such as Breakwater Resources
Ltd., Prime Resources Corporation, Franco-
Nevada Mining Corp., Newhawk Gold Mines
Ltd., and Dolphin Explorations Ltd.

Ifyou wish to discuss any mineral
project or prospect with North America's
performer in gold, please call Christopher M.H.
Jennings, Senior Vice President. Exploration,
or Lee Barker, Director, Eastern Exploration
at (416) 862-2000, orTony Ransom, Director,

Western Exploration at (604) 689-5453.

CORONA CORPORATION

Suite 1900, 120 Adelaide Street West
Toronto. Ontario. Canada M5H IT1

Telephone: (416) S62-2000

>ub|«i to court ruling

COINS

CANADA'S Maple Leaf
appears to have come off best

In tiie battle tor shares in the

gold coin market, fighting
back against the determined
challenge which had carried

US Eagle briefly into the lead.

According to Shearson Leh-
man Button's Annual Review
of the Gold Industry, overall

gold usage in official coin fab-

rication in 1988 amounted to a
rather disappointing 132
tonnes, down from 206.6
tonnes in 1987 and an excep-

tional 316.7 tonnes in 1986.

Most of the fall represented
the elimination from the total

of one-off eonunemoratives.
But there was also a sham

fall In mlntings of the US
Eagle - down from 35 tonnes
in 1987 to an estimated 15
tonnes, according to Shearson.
Although that figure was
depressed by the US Mint con-
tinuing to run down stocks of
the coin the performance was
disappointing enough to
attract public comment from
Senator Frank Annunzio,
chairman of the House of Rep-
resentatives’ coinage subcom-
mittee.
Despite efforts to win a

broadly based market share
following its launch in 1986
the US coin “remains primar-
ily dependent on the US for its

retail sales,” says the Shear-
son review, and even at home
1988 sales were “at levels nota-
bly behind those of 1987.”
Meanwhile Maple Leaf fabri-

cation was estimated by Shear-
son to have absorbed about 40
tonnes of gold, op a little from

1967, while sales were thought

to have approached 50 tonnes.

The American Precious Met-

als Advisors consultancy
group of New York reckoned
the gap between the Maple
Leaf and the Eagle was some-
what narrower, putting 1988

mintings at 37.6 tonnes and
17-4 tonnes respectively. And
it expects the Eagle to regain
some ground this year, with
mintings rising to about 2flJS

tonnes while the Maple Leafs
remain about leveL
The relative strength of

Maple Leaf sales has been
aided by the fact tile principal

area of demand has been In

the Far Bast - APMA
described US and European
coin sales as “‘anaemic” -
where high purity products
tend to be favoured. That puts
the 22 carat Eagle (91.67 per
cent pure) at a considerable
disadvantage to the 24 carat
Maple Leaf (99.99 per cent
pure). The coins trade at the
same price, however, as both
contain a troy ounce of gold
(so the Eagk actually weighs
more).
Australia’s Nugget,

launched shortly after the
Eagle, is another 24 carat coin.

As such it has esqeyed good
sales In the Far East and.
Shearson says, “looks to be
stabilising at approximately
10 per cent of Western world
coin market share. The UK
Britannia, launched In 1987,
shares with the Eagle the dis-

advantage of only 22 carat
parity, and has the extra bur-
den of 15 per cent value added

tax on domestic sales. Never-

theless its sales have been

respectable at home and in the

Far East, , _

While the weakness or the

bullion market has been hold-

ing back demand for gold

co)f»t the underlying platinum

market provided a fertile base

for one of the two new white

metal coins launched last year.

The other, however, fared less

well.

The Australian Koala, man-
ufactured by the Perth Mint

and marketed by Coldcorp,

was launched in September,
just as a bull ran in the plati-

num market was getting into

gear. Within a month the price

of the metal had risen from
around S5O0 a troy ounce to

more than $580, stimulating
demand for the Koala to the
point where Goldcorp was
talking of its first year sales

target of 100.000 ounces being
exceeded by as much as 50 per
cent. Even that prediction
could prove to be conservative
as within six months of the
launch sales of the coin had
reached 127,000 ounces.
The Royal Canadian Mint

was less fortunate with the
tuning of the launch of its

platinum Maple Leaf. It chose
to come to the market on
November 17, by which time
the platinum price had just
retreated below $580 and was
set to fall $20 in the next two
trading days. That fall was
recouped quickly and the price
moved above $600. but the
wind had been taken out of the
sails of the new Maple Leaf at

the crucial time- anc ‘-' t

ooten tlal sales momer
im-

proved difficult to rcgene-°'

Saies of the coin were

helped, moreover, when o sec-

ond and more severe blow »o

the platinum price fonnwed

the "ord Motor Company*
announcement in December

that it was working cn a pisu-

num-free exhaust-cleaning cat-

sjvst.

By the end of March Lhe

mint was reporting total ea»?s

of platinum Maple Leals at

64,200 ounces, a third nf t«n

original projection for Rp»-

year sales. Bat co-V

ounces out ci that tntai has

been sold in the '—res

months ef this year. Nevertoc-

iess, the mint described sa:<?s

as •'encouragin'* in the light o-1

the uncertainty that investors

have had towards physical

platinum since late 1985.

“Original forgets arc Sikely

to be met before the first fab

year of issue.” it declared.

The launch of a silver Maple
Leaf had accompanied that of

the platinum coin, and cc.'i'ic-

ering the uninspiring perfor-

mance of the silver market
itself early sales of the rows

appear respectable. By the and
of March the total had ru-ar hed

just short of 2J2ej ounces. with

1.13m ounces of that having
come in the first quarter of

1989. The mint said sales in aii

markets had exceeded fore-

casts made when the coin was
first launched.

Richard Mooney

CANADA

ng a tarnished image
THE Canadian gold mining
industry's image was severely
dented last year because a sig-

nificant number of new mines
failed to reach design perfor-
mance and a few turned out to

be total failures.

Far example, at the Nickel
Plate mine ore reserve esti-

mates were substantially
downgraded and production
levels cut. At the Puffy Lake
mine of Pioneer Metals in Man-
itoba the mineable ore failed to
match expectations. Skyline
Exploration's Johnny Moun-
tain mine in north western
British Columbia suffered mill-

ing problems and substantially
downgraded reserve estimates.
Noramco closed its Golden

Bose property permanently
because of lack of reserves
after less than a year imnpera-
tion. After Western Mining
bought Seabright's Beaver
Dam property Western subse-
quently claimed reserves were
for short of expectations and
started litigation which still

continues.
In many of these cases

"over-optimism in translating
reserves as outlined by geolo-
gists into ore that could be eco-
nomically mined was com-
pounded by undue haste to get
into production.'’ according to
B4s Rhona O’Connell, precious
metals analyst in Shearson
Lehman Hutton’s mining team.
Observers suggest that Can-

Go!d fabrication*
Figures in formes

-j gag total = 1 844 tonnes

Official coin 102 •

Medals and imitation coins 15

Other industrial and decorative 59
Dentistry 50 -
Elecironics 134——
CaratjeweBery 1454

"fricfeirfing tfm 100 cifosp goufore Goneoftfatod GoldRtt

ada’s so-called "flow through"
financing system created the
environment In which these
mishapscould occur. This was
introduced by the government
in 1983 to encourage explora-

tion investment The idea was
that the government gave a 133
per cent tax write-off on funds
invested in exploration.
The flow through scheme

was changed at the beginning
of this year by the Canadian
Exploration Incentive Pro-
gramme. About C$3bn was
raised under the first scheme,
nearly C$lbn in 1987 alone.
The new arrangements are
expected to provide about
C$200m for mining exploration
tills year.
Mr George Milling-Stanley,

author of Consolidated Gold
Fields’ annual review of the
industry, reckons: "The rela-
tive ease with which develop-
ment funds were available
while the flow through financ-
ing system was in force in its

original form might have led to

some hasty decision making,
accompanied by insufficient
technical evaluation at the fea-

sibility stage.”
The technical failures did lit-

tle to encourage a return by
investors who deserted the

S
id mining companies after
: October 1987 stock market

crash, Canadian companies
since then have found It nearly
impossible to raise money
through the equity markets.
Consequently smaller compa-

nies without production suf-

fered from shortages of funds
while the larger, established
producers enjoyed substantial
cash flows. It was inevitable
that numerous deals should be
struck between the two groups.

Typical examples arc Echo
Bay's investment in the Musco-
cho Group. MIM of Australia
taking a share placement in
Granges and Pegasus Gold’s
link-up with Pioneer Metals.
The biggest corporate restruc-

ture during 1988 was the amal-
gamation of the companies in
the Royex'Corona group to
form Corona Inc which now is

among the biggest gold compa-
nies in North America.
Another consequence of the

technical failures was that
Canada’s gold production last
year fell well below the more
optimistic expectations. Pro-
duction rose by 10 per cent in
1988 to 129 tonnes from 117
tonnes the year before, accord-
ing to Consolidated Gold
Reids. Many analysts had pre-
dicted output would rise by 30
tonnes or more.
The industry managed to

keep its cash production costs
constant in local currency
terms but the stronger Cana-
dian dollar caused costs to
increase in terms of the 0S
currency - from $201 an ounce
in 1987 to $214.

Kennefli Gooding

BUILD

Davy has major gold
processing technology
centres in Stockton-on-
Tees, U.K., Melbourne,
Australia and San
Francisco, US.A. with
current and recent gold
plant projects in Ghana,
Sweden, Greece,
Ethiopia, Burma,
Zimbabwe, USA,
Brazil, Chinaand
Australia.
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SOUTH AFRICA

Falling prices and
rising labour costs

hit mining profits
ON A winter night at the
Tlokweng border post between
Botswana and South Africa,

40-odd men spill out of a hired

bus beaded for South Africa's
gnM «wri platinum mines.

They axe lined up tn file by
their apparent mentor, the bus
driver, and left bemusedly
looking at the green printed

exit farms written In English,

on the rase side and Tswana on
the other. Even the old hands
are bemused, as most are illit-

erate and able to write little

more than their first names.
Years of working cm South

Africa’s mines have provided
them with few skills beyond
those specifically needed to
drill, blast and haul rock from
underground. The scene is

repeated daily across the sub-

continent as 500,000 or so
migrant black labourers
employed in the mines start

and end their contracts.

For anyone standing behind
the migrants in the border
crossing queue it is plain that

the mining industry is chang-

ing slowly. The colour bar has
officially been lifted and
blacks, theoretically at any
rate, can now fill supervisory

positions previously reserved

for whites. But the numbers of

qualified blacks are tiny, so
replacing highly-paid whites
with black miners is unlikely

to have any early effect on the

industry’s labour productivity.

In Johannesburg a few
weeks ago Mr Gavin Belly, the
rhairman of the Anglo Ameri-
can mining house, spoke of the

need for major technical devel-

opments over the next decade
if South Africa Is to develop

new, large mines to replace

those nearing the ends of their

lives. But for the bus load of

Rising costs may only

be resolved with the

next generation of

mines. Two existing

mines have shown the

way by replacing men
with machines

men hong processed through
the border at Tlokweng, it Is

hard to envisage what produc-

tive change is possible.

Less than 20 years ago, in

1970, South Africa’s annual
gold production peaked at frac-

tionally more than 1,000

tonnes, representing about

four fifths of the West’s newly

mined gold. By the end of 1988

annual production had dropped

to a touch above 619 tonnes,

representing less than 40 per

cent of the world's new mine
production, and leaving the

South African mines with the

gloomy prospect of a further

decline in 1989.

By the end of this years Bret

quarter the decline was threat-

ening to be steeper than any-

one had envisaged. Falling

gold prices had left about a
rifw»n minas unable to COVBT

operating costs and, as bullion

went into a spiral In response

to the strong dollar in May.the
number of loss-making mines
increased to almost 20 accom-

The number of

loss-making mines
has now Increased to

about 20 accompanied
by warnings that up to

300,000 fobs could be
at risk

panled by warnings from
employers that between 200,000

and 300,000 jobs could be at

risk.

Few analysts believe any
mines will close even though
in May two — East Rand Pro-

prietary Mines (ERPM) and
Durban Deep — warned of
imminent closure unless the
government provided financial

help to cover losses. And
though the cabinet failed to

give a quick and unequivocal
answer to the call for help,

there were several good rea-

sons for expecting some form

of assistance to keep in

operation.
The first Is past experience.

The state subsidised marginal

mines during the 1970s and
then recovered more In taxes

from them when the gold price*

boomed in the late 1970s and
early 1960s. It is a matter of

faith tn South Africa that gold

wifi boom again, and that faith

extends to the ranks of a gov-

ernment concerned that mine
closures could be permanent.
Apart from anything else mine
closures carry the political risk

of increased unemployment.
The second Is South Africa’s

international debt position.

Last year gold provided 40 per
cent of Pretoria’s R51bn total

exports and, in February this

year. Dr Gerhard de Rock, the
governor of the Reserve Bank,
estimated an average gold
price of $400 per ounce was
needed if year-end gnlrt .and for-

elgn reserves were to be ade-

quate to pay debt maturing in

1990 and 1991.

At the $360 price prevailing

in mid-June debt repayments
are already In question, and
there is no room for the
Reserve Bank to factor lower

physical gold production into

its forex planning, unlike the

plenum minpft, which exploit

shallow, evenly-dipping and
{Hectically un-faulted ore bod-

ies. South Africa's gold mines

have to cope with deep, heavi-

ly-faulted, changeable ore.

Platinum F»n«« can mechan-
ise comparatively easily -

there is limited scope for repla-

cing men with machines on the

gold reefs. This is a crucial

consideration as labour

accounts for one third of the

gold industry’s operating costs.

And as unkmised blank miners
win wage awards designed to

redress years of exploitation,
mming profits will continue to

he squeezed between rising
costs, steadily falling ore
grades and the gold price.
* Gencor, the second largest
mining house, has responded
to the profit squeeze by cutting

ore production at its marginal
mines. It is concentrating on

i

<xyplnlting comparatively small
reserves of profitable, higher-

grade ore even though this

expedient is likely to shorten

the mines* lives. There has
been some retrenchment and
management is determined
that when higher gold prices

allow sub-marginal ore to he
mined again, production
increases will not be accompa-
nied by re-hiring.

Freehold, the weald’s largest

gold mine, has responded to

narrower profits by shelving
capital spending plans. Along
with other mines in the Anglo
American group it has consid-

ered closing unprofitable
shafts and reducing wage dif-

ferentials between richer and
poorer wrings and shafts. That
sort of proposal does not go
down well with the all-black.

National Union of Minework-
ers (NUM), which is still recov-

ering from the massive round
of aaeMngn which ended 1987*8

three-week wage strike.

This year the NUM entered
annual wage talks with
demands which would have
doubled the wages of the
industry’s lowest-paid. In May
white miners settled for a 13.5

per cent increase which did not
match inflation. However, as
black wage talks progressed in

Kenneth Gooding on the many obstacles facing the mining industry in Australia

Celebratory year loses its fizz

Few believe any
mines will dose even

though in May two .

warned of Imminent
closure unless the

government provided

financial help

June fimNUM seemed unlttriy

to accept any offer which an
not exceed inflation.

The problem off rising operas

tag costs may only be resowed

with the next generation of

mines. Two existing mines —
Western Areas and Randfon-

teta - have shown the way by
replacing men with mechan-
ised equipment underground,

though on a scale limited by

geology. New mines likely to

be established during the next

decade In the scMsUed Fotebef-

stroom Gap (described by Mr
Belly as “a great gold-field^

and in tbs Orange Free State

win have to be capital inten-

sive.

Jim Jones

GOLD miners as a breed tend

to be cheerful and optimistic.

But an uncharacteristic atmo-

sphere of gloom has settled on

much of Australia’s gold min-

ing industry. ....
It is not just the fact that the

fell in the gold price hurt Aus-

tralian companies more than

their rivals in North America,

a phenomenon caused by the

relative strength of the Austra-

lian against its US coun-

terpart. The price fell during

1988 from A$650 to A$470 an
ounce.

It Is not just because costs

are rising as mines go deeper

and the ores become more diffi-

cult expensive to treat

It Is not just because literally

hundreds of small companies

which raised several million

dollars each during the stock

market boom are now running

out of cash and have nowhere

to turn for more.
„ _

It is not just because the fed-

eral government intends in

1991 to remove the industry’s

exemption from payment of

corporation tax - a move
which, according to some Esti-

mates, will make about 20 per

cent of Australia's existing
gnM ore reserves uneconomic.

It is a combination of all

these factors which has taken

the gipsa of what should have

frpon a celebratory year for the

industry.
Australia’s gold output last

year jumped from 111 tonnes to

152 tonnes, easily surpassing

the record 119 tonnes which
had stood since 1903 during the

country’s first gold rush. Aus-

tralia is now ranked third

among the non-Communist
world’s gold producing coun-

tries, behind South Africa (621

tonnes a year) and the US
(205.3 tonnes).

Most of last year’s advance
came from increased produc-

tion at «*«ting "rineg — new
mines accounted for only 14

tonnes of last year’s output -

and Western Australia contin-

ued to account for the lion’s

share of the total with just

over 100 tonnes.
This included output from

Boddtagton, which became the

country’s biggest single pro-

ducer with nearly nine tonnes.

Newmonfs Telfer mine ranked

second and Placer Pacific’s

Kidston property In Queen-
sland was third, according to

Consolidated Gold Fields’ anal-

ysis of Australian activity.

More than 20 new mines
were commissioned during the

year. Among them in Western
Australia were Alcoa of Aus-

tralia’s Hedges deposit (with

Australtan Gold

Production (tonnes)
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production of more than three

tonnes a year). Grants Patch
Mining’s Peak Hill and
Southern Resources’ Golden
Kilometre.
Elsewhere in the country,

Elders Resources opened
Starrs in Queensland and
Western Mining started pro-

duction at Goodall in the
Northern Territory. Output
from southern Australia is set

to rise rapidly now that West-

ern Mining has brought the

Olympic Dam project into pro-

duction with gold production

destined to rise to an annual
three tonnes.
Thin year already has seen

the start of production at Aus-

tralian Consolidated Minerals’

Big Bell in Western Australia.

Many more minus are due to

open finring 1989 including the

ambitious “big pit” in Kalgoor-

be which links a number of

properties along the socalled

“golden mile" and is a joint

venture between North Kal-

gurli Mines and Homestake
Gold of Australia.

Australia's gold output,
which has rocketted from only

17 tonnes in I960, is set to rise

again this year and next,

according to the country's

Bureau of Federal Resources. It

suggests production will reach

202 tonnes this year and peak
at 220 tonnes in 1990-91.

From then on, with the

impact of the corporation tax

imposition and various other

factors taking effect, output is

expected by the bureau to fell

sharply - but it is unlikely to

go below an annual 80 tonnes.

The bureau assumes in its

forecasts that 40 new mines

will come into production but

that 130 of the 170 mines now
operating will close because of

the exhaustion of economically

recoverable resources. It does

not allow for future gold dis-

coveries. „ ,

Mr Dick Dodson of the

bureau, says that the level of

Australia’s gold output will

depend partly on a favourable

world gold price, partly on con-

tinued advances in mining and
treatment technology to redace

costs, but above all on the suc-

cess of exploration efforts.

One important factor cur-

rently driving up Australian

gold output is the govern-
ment's announcement in May
1968 that it planned to tax gold

mining profits for the first time

since the 1920s, hut not until

the begining of 1991.

Gold income is to be taxed at

the corporate rate which has

been reduced from 49 to 39 per

cent. The effective rate for gold

miners is expected to be much
lower than this once the treat-

ment of capital expenditure
allowances is finalised.

The combination of a low
gold price and the threat of

corporation tax, has led to a
number of exploration ^cut-

backs by companies *' as

BHP Gold and Western - Jig,

while others, like Kidston Gold
Mines, are increasing cut-off

grades of their ore deposits in

order to increase production

before the tax comes into oper-

ation.

This is bad news for Austra-

lia. To start with, so-called

“high-grading” - removing
the best-quality ore first - is

inconsistent with getting the

best out of any type of mine.

Once the better grades are

removed the marginal operat-

ing costs for the remaining
reserves increase dramatically

and can lead to the premature

closure of a mine.

Mr Lauchlin McIntosh, exec-

utive director of the Australian

Mining Industry Council, sug-

gests that “you can’t effec-

tively high-grade a big mine.*

But he says: “No doubt (the

imposition of corporation tax)

will result in some gold which
otherwise would have been
recovered being left la the
ground. It is a disincentive to

exploration and development
of new mines."

Mr Neil Herriman, CRA’s
exploration director, says

exploration activity will fall to

a low point in the mid-1990s

because of the loss of specula-

tive interest In gold mining
shares, the Impact of produc-

tion from recent discoveries as

well as the low gold price.

"The exploration industry

will undergo a period of ration-

alisation, with many compa-
nies failing by the wayside, he

says. _ .

The worst effects of the low

gold price have been eased for

many companies by their for-

ward sales programmes - a

form of insurance pioneered by

the Australian industry. These

forward sales have locked in

very high rates of profitability

and made some companies'

output impervious to the vaga-

ries of the market price of gold.

However, the cost of getting

gold out of the ground is rising

Cast According to Consolidated

Gold Fields' latest gold market

review, the average cash oper-

ating costs of Australia’s mines

rose from $212 in 1987 to $238

last year.

This is because many pro-

ducers started by treating the

softer and more amenable
oxide ores. The mines have
now deepened and the

unweathered and harder sul-

phide ores have become
exposed. This not only pushes

up working costs - some
mines are experiencing cost

increases of up to 20 per cent

because they must use more
drill and blast techniques in

the border ores - but sulphide

ores need a great deal of addi-

tional processing to liberate

the gold.

Consequently, according to

Mr Peter Walker, managing
director of Dominion Mining,

in the next 10 years the Austra-
lian industry will be driven
much more strongly by costs

than in the l£SQs.

He says: “The increase in
mining and processing com-
plexity will have an inflation-

ary effect on the cost structure

which will only be mitigated

by technical improvements.
Only those companies with
very good technical depth and
breadth will be equipped to

handle these problems and it

will be much more difficult for

ew companies to join the

ranks of producers.”

Many Australian gold mines

have reached the stage where
they must go underground or

close down but Mr Walker
believes the trend will develop

more slowly than generally

expected because of the techni-

cal difficulties - and because

of the problems of finding qual-

ified employees.

Worker bwMbb down gold jewellery at Hatton Garden, London
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KS^3,000mTtes, fighting dust storms and hostile

lndiaretofind gold. All you have to do is call Comex.

olwcatm Sli un- rrSKme wwicLftjr further Wormaton. you
hedge against inflaaon and

can call us at (800) 333-2900. In New Wk,
certainties. Thai’swhy savvy investors keep

030.7021
;

gold in their investment portfolios. I ) *

In a wodd of dectronic funds, computerized

puts find rails and paper profits and losses,

Co know there’s an investment you can see

onto.

That investment is American Eagle Gold

Bullion Coins.

^bu know what you’re getting when you

get American Eagles. Because American

fogU are the only gold bullion coins to

have their content and weight backed by the United

States Government.

American Eagle Gold Coins come in one ounce,\\
Mo oz. sizes; a one ounce American Eagle Silver Coin is

also available. You can buy them at participating banks,

brokers, coin and precious metals dealers. Their price, of

ourse, will fluctuatewiththe metals maAet.

So consider American Eagle Gold Coins.

One investment you can actually get your

hands on.

AMERICAN EAGLEGOLD& SILVER BULLION COINS
ano SHVGR COPKR
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TO understand the shea1 scale

of activity which has enabled
the US to more than doable
gold output since 1985 yon
need look no farther than the
plans American Barricfr
Resources has for its Gold-
Strike mine on the Carling
Tread in Nevada.
Using 40 cubic-yard shovels

capable of moving 90 tonnes of
ore and waste material in one
lift, American Barriek intends
to excavate a huge open-pit
mine, 1,500 feet deep, 7,000
feet long and 4,000 feet wide.
- Most of the material will be
moved by 190-tonne electric

tracks. At least 27 of these
monsters will be on site by the
end of this year and another
13 will be needed before the

operation reaches fall capac-
ity.

“We are literally moving a

mountain here.” says Mr John
McDonough, Goldstrike mine
manager.
At foil capacity the mining

rate will have increased from
38m to 100m tonnes a year and
the ore will be nulled at the

rate of 6,000 to 12,500 tonnes a
day. This will increase Gold-
strike's gold output from

115,000

troy ounces last year
to about 900.000 by 1992 and

to 1m ounces by the mid-1590s

- making it the biggest gold

mine outside Sooth Africa.

“It is perhaps the most
impressive project in North
American gold mining today,"

according to Ms Rhona O'Con-

nell, precious metals specialist

in the Sbearson Lehman Hut-

ton mining team.
American Barrick, a Cana-

dian company, has at least

!fi is perhaps the most
impressive project in

North American goid

mining today

12m ounces of gold to harvest

at Goldstrike and it is in a
harry. In the early days,
because of the huge quantity
of waste material to be shifted,

the cash cost of Goldstrike's
production will be about S25Q
an ounce. But over the life of

the development programme
the cost will average between
$190 and $195 an ounce,
according to the company.

It will spend about S365m
over the next four years on the

project and its innovative tech-

niques do not stop at its min-
ing methods. For example,
finance was raised by way of a
1.05m gold loan facility - the

biggest yet reported under-
written by the Union Bank of

Switzerland, Westpac Banking
Corp., and the Royal Bank of

Canada. The first 750,000
ounces were drawn down and
sold at $418 an ounce.
At the other end of the pro-

cess, Goldstrike's deep gold is

locked up, not in oxide ore like

the metal near the surface, bat
in refractory sulphide ore
which will need to be pre-oxi-
dised before it will release its

precious metal. Barrick will

use autoclave units which only
recently began to appear on
the US gold scene. These units

“cookn the ores at high tem-
peratures and high pressures
to oxidise them.
American Barrick has bnt a

small part of the land on the
Carlin Trend. It Is surrounded
by a massive, 380 square mile,
property owned by Newmont
Gold, the Newmont Mining
subsidiary.
The first mine in the Carlin

area was opened in 1907 bnt
most mines closed either dur-
ing the Second World War or
when the gold price was fixed

at $35 an ounce during the

1950s and 1960s.

New technology and a better

understanding of how to mine
low-grade ores enabled New-
mont to develop the Carlin

mine, which opened in 1965. It

was also able to build a large
land position around Carlin.

In 1988 Nevada accounted

for more than half the 205.3

tonnes of gold produced in the
US. Newmont has been at the
centre of that expansion. In
1985 it prodneed 319,000
ounces from the Carlin Trend.
Production should reach l.4m
ounces this year from three
areas, each with its own mill

facilities and leach pads.

The Nevada gold rush has
created its own difficulties.

For example, in about one
year Newmont expanded its

workforce from 700 to 1,900

and, according to Mr Peter
Philip, Newmont Gold's presi-

dent “there isn't room in town
for more people.” Other com-
panies are prospecting in the

area and the little town of Car-
lin and the bigger one, Elko,

the thlrd-largest In Nevada,
simply cannot cope.
Newmont has spent $27m in

providing accommodation -
from mobile homes to apart

The giant 190-tonne electric trucks at toe GoMWrike mine in Nevada, At least 27 of the vehicles will be on site by December

meat blocks - money it hopes
to get back because it wants to

quit the real estate business as
soon as possible.

American Barrick, to help
alleviate the difficulty, bought
a 55-acre site in Elko and has
arranged for 199 homes to be
built there. These are being
offered to employees at
between $15,000 and $18,000
below current market prices.

Mine manager Mr McDonough
says that this project should
not only relieve some of the
housing shortage but it might
also return Elko's vastly

inflated property prices nearer

to normality.
The intense activity in Nev-

ada has continued to spill out

into most of the old gold prod-

ucing areas In the western
states. Expkaratloa and devel-

opment has built up in Idaho,
Montana, Washington, South
Dakota, Utah, Colorado and
Arizona.
Environmental issues - par-

ticularly the gold industry’s
practice of leaching the metal
from ore by using a weak solu-

tion of cyanide sprayed onto
material piled In the open on

THE PAST year has not been a
good one for the gold futures
market The glitter has gone
from gold as volatility - an
essential ingredient for a well-

functioning futures market -

has retreated in advance of
routinely dull pricing.
The lack of any strong price

swings has meant doom and
gloom for the US’s premier
gold futures market and trad-

ers on New York's Commodity
Exchange (Comex) are facing
difficult times. The last year
has seen gold prices at their

lowest levels of volatility virtu-

ally since the start of Comex
gold futures trading in 1975.

Comex's gold futures con-
tract foQowed the ending of the
gold standard in 1971. and the
removal of restrictions on per-

sonal gold ownership in the
US. Since then, gold futures,

and its counterpart options
contract, have grown into
important hedging tools for
gold producers and speculative
Instruments for investors.

While the heart of the physi-

cal bullion trade is still rooted
In London where the London
Metal Exchange conducts its

daily price "fix,” New York is

recognised as a centre for
hedging and speculation.

As gold prices lurched back
and forth and the futures price

rocketed from its record low of
$101 a troy ounce in mid-1976

FUTURES

market looking for uplift
to a high of $875 a troy ounce
just four years later, specula-
tors rushed into futures as fast

as they had fled to California

to pan for gold a century
before.

It is, however, this specula-
tive element that has been
missing from the past year's

dismal market. Gold has
ploughed a deep rut and much
speculative money has been
enticed away from Comex’s
gold futures into busier con-
tracts.

By the same token, many of
the exchange's independent
“locals” - traders who trade
for their own account - have
been lured out of metals into
the pell-mell of the New York
Mercantile Exchange's adja-
cent crude oil futures pits.

“The level of professional
activity in Comex gold is not
as broad as it used to be.”
laments Mr Richard Levine at
Elders Futures in New York.
“There is still commercial busi-

ness, but there are many days
when that’s all there is.”

In a bear market - gold’s

fate for the past year - futures

activity tends to contract.
Despite a dropping off in specu-
lative interest in gold, produc-
ers have been turning more to

tbe futures market in recent
years and this has kept trading
.volume stead; on the
exchange. Gold futures volume
remains strong at around
900.000 contracts a month,
which is almost 50,000 lots
higher than in 1988.

Futures trading has grown
exponentially since the incep-
tion of Comex's contract in the
mid-1970s. In its first year of
trading, Comex gold averaged
34.000 lots a month and now
the amount of gold traded on
the exchange is around 20
times greater than mine output
in the Western world.
A recent development that

has kept any excitement out of
the gold futures market has
been the increasing use of gold
loans by producers. Mining
companies will often borrow
money from banks on the
strength of gold reserves and
assets they own. Gold loans are
normally based on a future
price for tbe gold that the min-

ing company will produce. In
this way they eliminate much
of the risk and lock in profit

So far, some 20 to 25 per cent
of annual world gold output is

secured by kmns and this fig-

ure has been increasing in
recent years. “Gold loans have
been weighing very heavily on
the market” says a Comex
gold trader. “Recently every
time the gold price moved up
the producers rushed in to sell

forward.
News of gold loans is enough

to have a negative effect on
futures as investors believe
loans will release more metal
onto tbe market. However,
gold loans have not been the
only factor depressing the
futures market. Gold futures
have increasingly become
uncoupled from their tradi-
tional role as a hedge against
inflation and, as interest rates
have risen, the bond market
has offered better returns.
With Treasury bond yields at

8.5 per cent, gold would have
to rise by $35 a year to com-
pete, according to Mr Levine.
On top of an attractive bond
market, investors have also
faced a strong dollar, which
has moved them to sell gold in
order to buy dollars. Recent

reverses in the value of the dol-

lar have injected a little

strength into gold futures.
Mr John Hanemann, an inde-

pendent trader at Comex. who
is also chairman of the
exchange, points to what a
tough market he has faced as a
trader over the past year.
“We've been sitting out there,
watching everything else move
and whatever has moved the
gold market in the past, now
has the opposite effect”
He explains how he watched

in amazement as crude oil

almost doubled in price and
gold dropped by $40. “Now,
that should have set them buy-
ing gold, as it's an indication of
inflation." He believes that the

past six months have seen the
least amount of market activ-

ity by speculators in 10 years.
However, gold may have

reached a bottom and the com-
ing months may start to look
rosier for futures traders.
Many analysts believe the gold
price has started a slow ascent
and will continue to rally over
the next nine months to a year.
“We say buy gold, and every-

one thinks we’re mad,” says
Mr Jeff Christian of Christian,
Podleska and van Musschen-
hroek (CPM). “But we’re in a

very quiet period and by the
end of the year the trend may
actually have turned.”
Mr Christian's analysis is,

however, bad news for futures
traders as he expects gold
prices to rise slowly and
steadily without the volatility

that is their lifeblood. A few
futures traders are hopeful:
“Until last week, yon couldn't
find a bull in town and now
there are a few bulls, bnt still a
lot of bears," said a Comex
local.

With gold futures as unexcit-

ing as they are, there has been
little posh among exchanges to
extend trading hours for gold.

The Chicago Board of Trade
tried to capture business from
the Far East when it launched
gold futures trading in its

evening session two years ago
However, interest faded and
the contract is still listed but
does not trade at all at night.

Comex has been in no hurry
to extend its own hours, but
the exchange Is looking at join-

ing tbe 24-hour electronic
marketplace being set up by
Chicago's two leading futures
exchanges. “Gold is traded for

24 hours in tbe bullion market
and we have to protect our
base ” Mr Hanemann says. But
the exchange will have to wait
until it sees more business
coming in or, by spreading the
same amount of activity over a
longer period of time, it could
make the market even duller.

Deborah Hargreaves

plastic sheets — has inhibited

growth in California and
development has not matched
the state’s geological poten-

tial.

According to Consolidated
Gold Helds* annual review of

the gold market, the most
Important new mine to be
brought into production last

year was far away from the
main gold mining areas - the

Ridgeway open pit in South
Carolina, jointly owned by BP
Minerals (currently being
acquired by the RTZ Corpora-

tion) and Galactic Resources.

This is scheduled to produce

160.000

ounces in 1989.

Major developments
announced for this year
include Echo Bay’s Cove oper-

ation and Bond International

Gold's Bullfrog mine, both in

Nevada and each scheduled to

produce about 22S.OOO ounces

of gold a year. Galactic

Resources plans to develop the

Crone Hill deposit in Oregon
at an annual production rate

of more than 160,000 ounces.

Ms O'Connell of Shearson
Lehman points out that pros-

pects in hand will ensure a
good rate of production
growth In the US into the

early 1990s. She adds:
“Although there is nothing on
the horizon to match Gold-

strike or tbe massive develop-

ment of Newmont Gold's Car-

lin operations, the prospects

for new discoveries in the US
are still excellent”

Kenneth Gooding

Industry highlights of 1 988
THE main features of the gold
market In 1988, according to
Consolidated Gold Fields'

authoritative annual survey,
were as follows:
The total supply of gold to

the non-Cammunist private

sector fell by 8 per cent to

1,850 tonnes (2,018 tonnes in
1987)
Mine production rose from

1,382 tonnes in 1987 to a
record 1,538 tonnes
Net sales from the

Communist bloc fell by 15 per
cent to 258 tonnes and
supplies of gold scrap were
20 per cent lower at 324 tonnes
Central banks and other

parts of the official sector
emerged as substantial net
purchasers of gold, reducing

the snpply to the private
sector by 270 tonnes. This
compares with net purchases
of 72 tonnes in 1987
Fabrication demand rose

by 16 per cent to a record
' 1,844 tonnes (1,596 tonnes in

1987), accounting for virtually

all conventional snpply
Jewellery fabrication

jumped by almost 30 par cent
to an unprecedented level of
1,484 tonnes compared with
1,152 tonnes tbe previous year
In line with the growth In

economic activity, gold offtake
in industrial applications rose
to 258 tonnes (244 tonnes in

1987), the highest since 1979
Gold used in the minting

of official coins fell to 139
tonnes. Sales of official coins

halved to 102 tonnes
Identified bar hoarding

outside Europe and North
America soared to 474 tonnes
(268 tonnes in 1987). easily

exceeding the highest total
previously recorded
Total demand exceeded

conventional supply by 468
tonnes compared with an
excess of 154 tonnes In 1987.
This shortfall was met by a
significant increase in gold
loans and forward selling by
mining companies as well as
some disinvestment In Europe
and North America
The gold price averaged

$436.83 per ounce last year
compared with $446JS3 in 1987

Kenneth Gooding

Yellow metal’s hard times
Continued from Page 1

In 1988 this “official sector”
was a net buyer of gold - to
tbe tune of 270 tonnes - which
helped to support the price in
spite of the absence of private
investors.

But, as Consolidated Gold
Fields' review points out, there
is a growing debate between
central bankers in the industri-

alised countries of Western
Europe and North America and
those in the developing
nations, particularly in the Far
East, about the place of gold In
their reserves.

The first group often holds
more than half its reserves in
gold and Is begining to feel the
need for greater flexibility to
operate in foreign exchange
markets.

It is thinking along these
lines which led to the big gold
sales by Canada throughout
the 1980s, including 43 tonnes
last year, and the disposal by
Belgium in February and
March this year of 127 tonnes

or about 10 per cent of its gold
reserves.

In contrast, Taiwan was the
leading buyer of gold, adding
181 tonnes to its reserves last

year on top of the 65 tonnes
bought in 1987. This helped to
raise the gold content of
Taiwan’s reserves to about 8
per cent.

Taiwan's central bank has
now stopped buying gold. This-

wiil certainly cut the support
given by the official sector this

year, possibly by more than
half

This is one or the factors
which have brought analysts
to a consensus that the gold
price in US dollar terms is
likely to drop a little more in
1989 before it moves back up
again.
Where does this leave the

miners who, because of the
nature of their operations, are
alway slow to turn off supplies
when the price indicates that is

what is needed?
According to Ms O'Connell

of Shearson. in theory a $350
an ounce price threatens mines
producing an annual 400
tonnes of gold. Some 50 tonnes
of South African output is
loss-making at $400 an ounce.
For many North American

and Australian producers the
picture is not as menacing as it
would appear at first glance
because a proportion of their
production is already hedged.
But some South African

mines, faced with high and
increasing costs, are already at
risk. East Rand Proprietary
Mines and Durban Deep need
government financial assis-
tance or must close, according
to Rand Mines, the managers.
Mr Nichols suggests that 10

or 11 South African mines
accounting for between 7 and
12 per cent of production oper-
ated at a loss in the first quar-
ter of this year.
However, those who insist

on looking on the bright side

point out that the first 200
tonnes of South Africa's 620
tonnes gold production is via-

ble at a gold price below $220
an ounce.

And, even if tbe gold price
was to sink to about $300 an
ounce - about the lowest level

currently predicted by analysts
- most of the oon-Communist
world's major mines would
remain profitable.
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The price of
cheap exports

International trade flows between Industria-
lised countries have been influenced more and
more by factors other than price, such as
design, quality, delivery and service, argues
Christopher Lorenz in the Business Column.
Yet British industry persists in trying to export
cheap and cheerful goods, while importing
increasingly high quality ones. Page 34

Gold Fields throws
stones at Hanson
Consolidated Gold Reids, the diversified UK
mining group, is planning to make the value of
ARC, its aggregates subsidiary, a key plank of
its defence against Hanson's E3.1bn bkf. Mr
Rudolph Agnew, Gold Reids chairman, intends
to focus on ARC in hfs attempts to force Han-
son to Increase its offer of £14.30 per share.
Vanessa Houlder reports. Page 21

Gateway altera M&A story Bno
Whether successful .or

not. the intervention of
Wasseretain Peroila, the
US corporate finance
specialists, into the take-
over battle for Britain’s

Gateway stores group
could signal important
changes for mergers
and acquisitions finance
in the UK. The offer led
by Bruce Wasserstein
(left) Is ostensibly simi-

lar to that made by former Gateway managers
under the name isosceles. Both deals have
significant amounts of mezzanine debt bridging
the gap between the senior loans and equity
finance. But there are important differences,
explains Stephen Rdler. Pegs 19
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T he old order of the post-
war era is changing. The
US - the ostensible victor

in the East-West conflict - is

having almost as much difficulty

in adjusting to the new world as
its Soviet rival. Many Americans
now see the world economy not
as the arena of victory for the
market economies, bat as the

ace of their own impending

The Changing of the Guard

The US remains by far the
most important country in the
world, with an economy account-
ing for a quarter of gross world
product, roughly equal to that of
the EC as a whole. Yet with the
lowest investment rate in the
developed world (gross invest-

ment per head in Japan being
almost doable the American
level), farther relative economic
decline would seem inevitable.

Neither Mg enough to dominate,
nor small enough to be ignored,
the next decade is likely to be
difficult far the US (and. so for
everyone else).

The implications were brought
home by particfoatkm last April
in a meeting of the American
“great and good” organised by
the American Assembly, a part of
Columbia University. After fierce

debate, the group came to the
logical recommendation of
“wared leadership”. But, how-
ever enlightened many individual

Americans may remain, the US
mood is likely to remain

By Martin Wolf
aggrieved, aggressive, self-regard-

ing and shortsighted.
Meanwhile, Japan Is obsessed

with its bilateral relationship
with the US and, by its nature, is

unlikely to provide global leader-
ship.
Step forward the European

Community. The EC is an eco-
nomic superpower, but only in
trade can it speak with a single

Japan is obsessed
with bilateral

relationship with US

voice. It is a voice worth listening

to. since the EC accounts for 20
per cent of world trade (exclu-
ding all trade), signifi-

cantly more the US. The
coincidence of the 1992 pro-
gramme for completing the Inter-

nal market with the Uruguay
round of multilateral trade nego-
tiations (to Uniati fn 1990) guaran-
tees »«t the EC will have an
attentive audience.
The nature of both (he opportu-

nity tiw challenge became

somewhat clearer during a work-
shop on reform of the multi-fibre
arrangement that I attended last
week in Stockholm. If the Uru-
guay Bound is to be more than a
holding operation, it must bring
two long-standing exceptions to
Gatt rules - agriculture, and tex-
tiles and clothing, — anH one
new area - services - within
the orbit of multilateral liberalis-

ation.
Discussion in industrial coun-

tries has focused on the first and
the last of these three issues, bat
for the poor of the world liberalis-

ation of imports of textiles and
clothing would be the most
important single -Iiangn In global
trade policy.

Textiles and clothing were the
InfUter by which Japan and then
Hong Kong, South Korea and
Taiwan climbed out of poverty.
In 1967 the clothing exports of

the three principal newly indus-
trialising countries (NICs)
totalled $23bn, while those of all

other Asian developing countries
(including China and India)
totalled ofay a little over illbn.
Within the existing structure

of quotas by product, by origin,

and by destination, the latter

cannot hope to replace the for-

mer, even though the compara-
tive advantage of the Asian NICs
is fading away, as real wages in

their economies soar at up to 10
per cent a year.
The importance of liberalising

textiles and clothing in tbe
course of the Uruguay Round
was even recognised in the text

of the mid-term review finally
agreed in April. This commits the
contracting parties to “reach
agreement within the time-frame
of the Uruguay Round an modali-
ties for the integration of this
sector into Gatt”.
The political obstacles to liber-

alisation by the EC have dimin-
ished. In particular, employment
in textiles and clothing has
become mnch less significant,
especially in the countries of
northern Europe.

In Germany, total employment
in textile^ and clothing fell by 47
per cent between 1972 and 1988.

The corresponding declines in
France and the UK were still

greater, at 53 and 55 per cent,
respectively. So the good news is
that

, with protection of textiles

and clothing now essentially a

confl ict between the EC’s frost-

belt anil sunbelt, the Commission
should be able to gain sufficient

support for a phased elimination

of the paraphernalia of the mul-
ti-fibre arrangement (Mfa) during
tiie course of the 1990s.

But there is bad news as well
Tbe Mfa is a form of “emergency
protection”, though this particu-

The EC’s voice Is

one that Is worth
listening to

lar “emergency” has lasted
almost thirty years. The question
is what system of emergency pro-
tection within the Gatt should
replace the Mfa. The EC has long
demanded the right to Introduce
emergency protection selectively,

that is on a discriminatory basis.

Its argument has been that, with-
out selectivity, established sup-
pliers would be unfairly inconve-
nienced by the need to
accommodate imports from just a
few, fiercely competitive, new

suppliers.

Under discriminatory protec-
tion, the accommodation of
highly competitive new exports is

seen not as the raison d'etre of
trade, but as its bane. Similarly,
with discriminatory protection,
newcomers and small countries
are bound to be victimised {as
can be seen, for example, in the
uniquely favourable treatment
accorded to Chinese textile
exports during the last ter.
years). If legitimate emergency
protection can be discriminatory,
tbe Mfa will have perished, but
only by being absorbed within
tbe Gatt.

With the US most unlikely to
lead in textiles and clothing, the
task falls to the EC (though it

would, in fact, be lagging behind
Sweden's plan to eliminate Mfa
restraints in 1991). So the EC
should commit itself to the liber-

alisation of Mfa restraints during
the 1990s, irrespective of what
the US does, while abandoning
its long-standing quest for the
legitimisation of discriminatory,
emergency protection.

A Commission that has rede-
fined reciprocity in financial ser-

vices in a much more liberal
direction and proposed the end-
ing of quantitative restraints on
imports of Japanese cars, should
be able to rise to this challenge
as welL

Two heads are better than one
Lisa Wood explains why Bass has split its pubs and brewing businesses

A n ambitious pan-Euro-
pean initiative, or a
itefttnwiwo move iterigwftH

to minimise damage to its threat-

ened domestic patch?
Both views are possible of tbe

restructuring announced cm Fri-

day by Bass. Britain’s biggest
brewer, which is dividing its
brewing and pubs bnslnssses into

two separate operating divisions.

Tbe nffintal pnrplimatinn from
the company was that the move
would leave it better positioned
to expand on the Continent. “The
Continental European market is

more distinctively divided into
brewing and retailing operations
than we are-

in the UK,” said Mr
inn Prosser, chairman of Rhsr
“We are restructuring oar UK
businesses so we are able to
focus on those areas outside the
UK."

It is a respectable - if highly
ambitions — long-term objective.

Bass at present sells very few of
its brands overseas and like mort
other British brewers - with the
exception erf Whitbread - has
made Httle headway in develop-

ing retail outlets in the European
Community.
But 1992. and the completion of

the EC internal market reforms,
is three years elf and Bass has a
more pressing and immediate
problem which the restructuring
also addresses; the upheaval fac-

ing the British brewing i

following the Monopolies

Mergers Commission's report an
the supply af beer.

And the immediate response of
City analysts was that Bass’s
move would place the brewer in a
good .position to cope with what-
ever the Government is about to
throw at the industry.
Within the next month Lord

Young, the Trade and Industry
Secretary, is expected to
announce what measures he has
finally decided to impose upon
the brewers after scrutinising the
Monopolies report and holding
subsequent discussions with the
outraged industry.
The MMC recommended that

no brewer should be allowed to
own more than 2JXO pubs, and it

forecast that this would mean the
disposal (rf up to 22J100 pubs by
the major brewers..

A couple of options are
currently being moiled
over by Lord Young. He

could follow the MMCs recom-
mendations. In such circum-
stance, several erf the big brew-
ers, notably Grand Metropolitan,
Whitbread and Allied Lyons,
would probably opt to be retail-

ers, because most af them only
licence their top brands and the
greatest profits growth lies in
their pub sales.

The choice would he more com-
plicated for Bass, which has by
far the largest share of the UK
beer market - 22 pear cent plus -

with strong brands such as Carl-

ing Blade LabeL It also iws the
largest estate of pubs.
However, Lord Young’s prefer-

ence seems to be to place a cap
on the number af pubs that the
big six brewers, including Bass,
can “tie” - that is restrict to
selling only the brewer’s own
brands.
The rest of their outlets would

be free to take any brands of
beer. This would allow greater
competition and at the same time
puahte Lord Young to shake off

backbench Tory fury over forced
disposals.

The reorganisation announced
by Bass an Friday would appear
to structure the business in such
as way that the company can
^respond quickly to the course
Lord Young takes.

On the ana hand, if Bags hag to
decade whether to be a brewer or
retailer, it will have a clearer
idea af its profit streams and it

will be in a position to float off

one or the other side as a sepa-
rate company.

ff Lord Young decides to cap
the tie, Bass’s separated brewing
side will have a sharper focus
and should be better placed to go
out aggressively and seek to sell

its brands in other brewers’ pubs.
GrandMet, which owns Wat-

neys, carried out a similar exer-
cise a year ago - and carried it

one step further by setting up a
property division, as well as

retail and brewing divisions. The
property side is getting commer-
cial rents from tenants who in
the past have had lower rents in
return for taking their brewer
landlords products.

T he Bass restructuring
means that from October 1
the current brewing and

pub retailing division will be
divided into Bass Brewers and
Bass Inns and Taverns. The exist-

ing division contributed £l&L3m
($246m) of the group’s £232.5m
operating profits in the half year
to April
Bass tong and Taverns will be

responsible for the retail opera-

tion of all Bass's managed pubs
together with the administration
of and sales to an Bass’s tenanted
pubs.
Bass Brewers will be responsi-

ble for the wholesale and market-
ing of an Bass beer brands to
both the on and off licensed
trade, as well as controlling all

beer production and distribution.

The shake-up is typical of Mr
Prosser’s pragmatic style. He led

the brewing industry’s defence
during tbe Monopolies and Merg-
ers Commission’s two and a half

year investigation.

But since the repot came out,

he has kept a low profile and has
been busily working on how best

Bass can exploit the opportuni-

ties being thrown up by the pro-

posed changes.

Ttevor Humphries

Ian Prosser, chairman af Bass: ‘ConUnental market is more
distinctly divided into brewing nn|* retailing operations. We are
restructuring our UK businesses so we are able to focus on those
areas outside the UK.’

Over the past year Bass has
been spending particularly
heavily on promoting its brands
and increased its share of tbe UK
beer market. Carling Black Label,
Britain’s biggest selling beer
brand, increased sales by 4 per
cent and draught Bass by 7.6 per
cent.

However, whatever the
changes in the UK framework,
the domestic market gives finite
opportunities for growth and
over the longer term Bass will be
looking to Europe. Mr Leon Brit-

tain, the EC competition commis-
sioner, is currently looking at the
Bo-called “block exemption ”

granted to European brewers in

1994, which enabled them to give
loans in return for customers tak-

ing their brands.
ff the system is not swept away

in the immediate future, it is

likely that it will be disbanded in
1997 when the current agreement
runs out.
Many European brewers —

who in the main do not own pubs
- have protected their sales
through the loans system.
According to Mr Prosser, Bass
would be well placed to exploit
these opportunities, though,
quick to score a propaganda
point, he added that this was
“provided Lord Young does not
chop us off at the knees.”

Economics Notebook

Peseta test for British EMS entry
THE ENTRY of the Spanish
peseta into the exchange rate

mechanism of the European
Monetary System is good news
for both opponents and sup-

porters <rf fall British member-
ship of tiie EMS.

Regardless of what happens
at this week's European Coun-
cil meeting in Madrid, the Brit-

ish Government has effectively

ruled out entry into the ERM
until after the middle at 1890.

That is when the last

exchange controls w31 be lifted

in France and Italy and it Is

hoped that Britain’s inflation

rate will be substantially below

its current &3 per cent level.

Spain's current economic sit-

uation Is sufficiently similar to

that of Britain to allow some
useful conclusions to be drawn
ftom its experiences in the

ERM over the coining 12

months or so.

Leaving aside issues at sov-

ereignty, the arguments for

gnd against foil RMS member-
ship hinge on whether it would

help the Government to get a
better grip cm inflation.

Mr Nigel Lawson, the UK
Chancellor, believes that it

would. Sir Alan Walters, the

prime minister’s economic
adviser, has argued that put-

ting sterling into the ERM
could undermine the strict

monetary policy needed to con-

trol inflation.

Sir Alan's case rests on the
haltef that Britain with its high
inflation rate and high interest

rates would become a magnet
for foreign foods in a largely

fixed exchange rate regime like

the ERM.
The inflowing funds would

cause interest rates to fall,

undermining the Government’s
restrictive policy stance and
exposing the country to the
risk (rf another unwanted eco-

nomic boom.
Spain is relevant to these

two arguments because It, like

Britain, is looking hack 00 tWO
years of very strong growth
and making a concerted effort

to get inflation under control.

Spain’s economy grew last

year by 5 per cent after 5.5 per
cent in 1987. It is experiencing
an investment boom: gross
fixed investment grew by
around 14 per cent in each of

the past two years. Domestic
demand is strong - up &5 per

emit in 1987 and &9 per cent
last year.

It is also has experienced a
rapid deterioration in its trade

and current account balance at
payments position.

Despite large amounts of
income from tnnrimir Spain’s
current account shifted from a
SLSbn (£867m) surplus in 1967
to a $8bn deficit last year.

Inflation - at 6.7 per cent in
the year to April - ia not as

bad as in Britain. However, it

is significantly worse than the

5£ per cent rate recorded for

the 12 months to last Decem-
ber.

As in Britain, the Spanish
authorities have been trying to

curb rising inflationary pres-
sures with tight monetary poli-

cies.

At first sighS the derision to

put the peseta into the ERM
from last Monday appeared to

support Sir Alan’s thesis. On
its first day in the system, it

soared to 2A4 per emit above
its central rate against the

D-mark despite $4l9m worth of

intervention by tbe Bank of

Spain.
Interest rates came under

downward pressure as evi-

denced by a 2J> percentage

point drop in Europeseta rates

to around 12 per cent
. It is hardly surprising that

monetary officials in Britain,

West Germany and elsewhere

were heard to describe the

Spanish move as “courageous”
- an adjective which usually

moans foolish when translated

out of “central bank speak".

By the end of tbe week, how-
ever, things were looking less

dramatic.
By last Friday, the peseta

had gained jU6t under one per

cent in value against the
D-mark compared with the pre-

vious Friday’s level.

It stood L95 per cent higher
than its D-mark central rate
jmd was therefore within the
2J5 per cent fluctuation mar-
gin which applies to all the
imrremrlpR in the ERM except

for the Italian lire and the

By the end of last week,
some European monetary offi-

cials were suggesting that the

.peseta’s present strength could
be followed by weakness that

could necessitate an eventual
isms currency realignment.
The Bundesbank could be

expected to encourage such a
development.
A realignment would take

away some of tbe present

euphoria in West German polit-

ical circles about economic and
monetary mdim in the EC.
The resulting upvaluatian of

the D-mark would assist West
.Germany's counter inflation

policy and limit its huge trade

surpluses with other European

countries. .

In its latest "Economic Out-

look”, the London Business

School prints out that the pos-

sibility of further exchange
rate realignments in tbe EMS
runs counter to Sir Aten’s tear
Hurt any eventual British mem-
bership of the ERM would
push British interest rates

down to West German
levels.

“Credibility takes time to

buDd in foreign exchange mar-

kets as well as domestic mar-

kets," it said-

“Although the EMS con-

strains parity adjustments, it

do?? not rule them out. It will

lake time for the UK to estab-

lish a reputation for bring hard

on its European Monetary Sys-

tem commitment and bo the

downward pressure on UK
interest rates will take time to

show up.”

Peter Norman

THIS WEEK

BRITISH trade data for May
and the return of industrial
unrest to tbe UK will re-focus
market attention on the pound
and British interest rates this

week.
Sterling put in a lacklustre

performance in nervous trad-

ing last week and required
Bank of England support.
The consensus of analysts’

forecasts, compiled by MMS
International, the financial
research company, is for a UK
visible trade deficit of £2bn
($Sbn) and a current account
deficit (rf £L6bn.
That compares with April’s

deficits of £2J6bn and £X.66bn
respectively.

Any deficit significantly
higher than the consensus
forecast could increase pres-

sure on the UK authorities for
a further rise in hank base
rates from their present 14 per
cent level.

Traders and investors will
also be keeping a wary eye on
events at foe European Coun-
cil meeting in Madrid today
and tomorrow for tear of a
major row between Britain and
its European Community part-
ners over tbe Delors Commit-
tee report on economic and
monetary onion fr the EC and
the European Commission's
plans for a social charter in the
EC.

Industrial unrest wfll be a
further unsettling factor in
Britain with a second national

rail strike planned to Wednes-
day and balloting due to take

place among registered dock
workers fra: a national dock
strike.

Apart from Wednesday’s
release ofleading indicators for

May, where the MMS consen-
sus forecast is for a OB pa- cent

decline, only minor US eco-

nomic indicators are due to be
published this Week,
The dollar’s fortunes will

therefore depend crucially on
whether the central banks
decide to keep qp the sales that

helped push the doQar lower
last week.
Markets could also be influ-

enced during the week by

UKbalnce of payments
deficit

Currantaocoont (Eton)

2J5
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trade and inflation data for
May from Japan and West Ger-
many and France’s May trade
figures, which are due on
Thursday.

Thursday’s meeting of the
Bundesbank's iiMdun-malring
central councfl can be expected
to keep interest rate jitters

alive in Europe until near tbe
end of the week.
On Thursday evening, the

Organisation for Economic
Cooperation and Development
publishes its latest half yearly
“Economic Outlook” which
will look at policies and will

forecast economic trends over
the next 18 months in the
world’s 24 leading industrial
nations.

Other events and statistics

(with MMS International con-
sensus in brackets) include:
Today: West German export-

import prices for May.
Tomorrow: UK first quarter

personal income, expenditure
and savings ratio (4.1 per cent).

Japanese industrial outpnt
May.
Wednesday: May sales of

large Japanese stores. Japa-
nese housing starts May.
Thursday: Final UK money

supply May. US new home
sales for May (-2 per cent). US
unemployment claims for the
week ended June 17.

Friday: US manufacturing
orders for May (-2 per cent).

Japanese consumer prices May
(up 2.8 per cent). Japanese
unemployment May. Japanese
current account May.

June
This amuiutcnneiii appears as a matter erf reran! only
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MARKETS

US STOREY AND CfSEDST

THE RALLY in the US credit

markets has handed investors

in long-term bands a capital

gain of 1C per cent in little

more than a month. But judg-

ing from last Friday's perfor-

mance, it has a way to go.

Reports on Friday from the
Commerce Department, which
showed a steep fall in orders
for durable goods in May and
Slow consumer spending, gave
the bulls all the evidence they
wanted that the US economy is

beginning to sputter.
The hood market gained new

strength, with the Treasury
30-year bond adding 1 ii per-

centage points in busy trading.

Most remarkable of all. the
bond market on Friday found,

for the first time, strength to

ignore the dollar exchange
rate.

This not only bucked the
trend of the bond rally, which
began when the dollar soared
on the foreign exchanges on
May 11 and ran out of steam
when the dollar weakened
early in the week. It also con-

founded the many economists
and traders who have been
saying that the weakness in

the dollar will prevent interest

rates falling further.

On Friday the long bond was
yielding the same at a yen/dol-

lar exchange rate of Y139 as at

the Y149 rate in the midst of

the dollar bonanza two weeks
ago.
What has happened?
The key change has been a

presentiment bordering on cer-

tainty among economists that

the US economy, after eight
years aloft, is coming in for a
soft landing. The unanimity Is

almost sinister.

According to Blue Chip Eco-
nomic Indicators, a service
which tracks market forecasts,

the consensus is for inflation-

adjusted increases in economic
activity of just 1.3 per cent in

the third quarter, 1.1 per cent

in the fourth quarter and 1.5

per cent for 1990 as a whole.
At these economic growth

rates it is hard to imagine

inflation gaining a strong grip

on the economy or eating into

the returns from fixed-income

investments.

In the past month the mar-

ket has been presented with

reports showing that employ-

ment is scarcely growing,
retail sales are flat and hous-

ing markets are sloppy all over

the US. The durable goods

report seemed to suggest that

manufacturing was going into

a stall

The Commerce Department
reported that orders for dura-

ble goods ranging from aircraft

to machine tools fell 4J2 per
cent in May, or by $5.4bn in

value to $124bn. The decline

was the sharpest since last

mid-summer.
Durable goods are a notori-

ously lumpy indicator. As
recently as April orders were
up by 3-2 per cent And the

drop in May would surely not
have been so steep had aircraft

manufacturers not been
clogged with work at their pro-

duction lines: orders for trans-

portation equipment fell 9.4 per
cent.

On its own, the durable
goods report might have been
enough to set off Friday’s rally.

But it was soon flanked by a
report suggesting that US con-

sumers, who has gone on
spending long after economists
bad written them off, may
finally be going to ground.

In its report the Commerce
Department said that con-
sumer income and spending
rose just 0.3 per cent in May, or
rather slower than the recent
pace of inflation.

The weak spending figure
was sharply lower than the LI
per cent increase In April but
it is no surprise to the automo-
bile manufacturers, who have
thrashing away with seamless
advertising and every type of

incentive to lure reluctant buy-
ers. That this is not working is

shown in the latest figures
from Detroit, which showed
car sales tumbled u per cent

in the 10 days to June 7X1.

The markets now believe the

rise in interest and mortgage
rates engineered by the Fed-

eral Reserve earlier this year

have brought home to the US
consumer just how indebted he

is.

Mr David Jones, of Aubrey
Lanston in New York, says: “I

guess it’s a mixture of tighter

money and a heavy debt load.

It’s precisely what the Fed
wanted."
The savings rate, which hit a

rock-bottom 3.2 per cent of
after-tax income during 1987,

was back up at 5-3 per cent in

May.
Many people are now con-

vinced the Fed will ease the
supply of money and credit.

Faced with weak job growth at

the beginlng of this month the
central bank pushed the inter-

bank lending rate down by a
quarter of a point. But the
markets are saying that unless

•it eases further, the Fed could
have a recession on its hands.
That the stock market does not
fear a recession, as Friday's
50-point Jump attests, is being
ignored for the moment
The Fed’s main policy body

Is due to meet on July 5 and 6.

and the market is banking on a
move later in July taking Fed
funds down by another quarter
of a point, to SV* to 9% —
cent It was this prospect

has strengthened the short and
intermediate end of the bond
market
But the foreign exchange

markets could easily prevent
this happy outcome. The dollar

fell precipitately on Friday in

response to the weak economic
reports, although it ended the

day only half a yen down.
But it is not fanciful to sup-

pose that the speculators, and
the Japanese institutional
investors, which drove the dol-

lar to Y149 might not take it

back down under Y130. The
markets were badly rattled by
an unsupported report that the

governments of the US, West
Germany and Japan are striv-

ing towards just this end.

A retreat by the dollar could
have two disagreeable effects.

It could hand foreign, and
notably Japanese, investors in

Treasuries a foreign-exchange
loss that would wipe out the 10

per cent capital gain on the

bonds anti prompt a sell-off.

And it could provide the US
economy with a stimulus that

would make a Fed easing at

best superfluous and at worst
downright risky. Mr Robert
Brusca, of Nikko Securities,

says: “That’s the question. At
what point does a weak dollar

start igniting inflation?”

James Buchan

Nestle obfaims Londosa listiflg

NESTLE will today become the
first Swiss company to obtain a
listing on London’s Interna-
tional Stock Exchange since
1954. It is only the second
Swiss firm to be listed there,

writes Norma Cohen.
Last summer, during the

foods group's successful bid for

Rowntree of the UK, it indi-

cated it would not seek a fist-

ing on the UK stock exchanges
as it believed some require-
ments were too onerous.
But earlier this month Mr

Reto Doxneniconi, the com-
pany’s finance director, said
significant concessions had
been won from the exchange
on listing requirements.
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Come Friday night mostgood Eurobond
players ars worn out. So's our book.

You see, besides providing printed and
on-line prices daily, we also publish them in

the Weekly Eurobond Guide.

it's packed with accurate, up-to-date

information on yields, amounts outstanding,

ratings, who trades the issue, as well as

coupons, maturity dates, lead managers...

So, by the weekend, ft's been heavily

thumbed by ell the better bond dealers.

No wonder it looks a little ragged round

the edges.

Maraorar Wilkinson,

AIBD (Systems and information] Ud,
Seven Limeharbour, Docklands London El4 9NQ.
Telephone: 01 -538 5656. Fox: 01 -538 4902.

Please send me a free copy of the WbeUy Eurobond
Guide.

Name.

I Company.

j
Address

i'J Si o L FT 73/3/99.

UK GILTS

lessons for traders

L°

THE UK gilt-edged market’s

remarkable lack of concern
regarding almost any bad news
- save a change In official

funding policy - persisted last

week, as it weathered with

only a feint whimper further

sterling vulnerability com-
bined with gathering bad news

on the domestic wages front

But the market’s upside
otential. given the dismal

jiterest rate outlook, is also

distinctly limited. One of the

few sparks occasioning a

decent move would be sign of a
retuning of the prime ministe-

rial Euro-antennae in Madrid
this week.

It is, of course, highly
unlikely Mrs Thatcher will pay
her Spanish hosts the ultimate

courtesy of following their cue
and announcing an immediate
place for sterling in the Euro-
pean Monetary System’s
exchange rate mechanism,
alongside last week’s surprise

new adherent, the peseta.

But the gilts market, locked
into its enforced fascination

with sterling, could have been
forgiven a quizzical glance at
the experience of Spanish debt
securities following EMS entry
last week. Membership may be
a distant prospect, out one
with clearly important conse-
quences for gilts.

True, the fortunes of the
peseta and Spanish bonds offer

at best an incomplete progno-
sis for the possible fete of ster-

ling, a leading reserve cur-
rency, and guts. But broad
parallels may be drawn.

First, the dimensions of the

capital tnflux
, into Spain from

last Monday onwards took
hunk Hpaling rooms — and,

more pertinently, the central

bank - by surprise. Average
daily turnover figures were up
by a factor of five or six, as

investors rushed to take advan-

tage of bonds offering exotic

coupons tempered by quasi-D-

Mark solidity. But this is pre-

sumably small beer compared
with the capital movements
that would be occasioned from
Frankfurt to London if sterling

were to join the ERM.
While the authorities may

well be ruing the absence of

foreign interest in sterling if

tomorrow’s trade figures fulfil

the worst fears, they would be
faced by an altogether bigger
problem if the reverse happen-
ned, and EMS entry opened the
flood gsdes Cor incoming Conti-
nental capital.

As a recent paper by War-
burg economists argues,
Spain’s short experience fur-

nishes one of the few illustra-

tions of the sort of destabilis-

ing effects the-ERM could have
- an argument Sir Alan Wal-
ters has used many times
against membership, hitherto
without much evidence.
While upward pressure on

the exchange rate that such
flows would cause could be
mitigated for a while by cen-

tral bank intervention, only
substantial interest rate cuts
would do the trick in the end.
This scenario has already been
partly played out in Madrid
last week.
The peseta appreciated

UK ggflts yields
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sharply against the D-Mark on
Monday, although judicious
central bank intervention
brought it back somewhat by
the end of the week. But inter-

est rates fell substantially
across the yield curve.

At the fortnightly auction of

one-year Treasury bills yields

fell for the first time in some
nine months. Yet Spain's
domestic situation, as in

Britain, requires relatively

high rates.

To take then the response at

the long end of the gilts mar-
ket to EMS entry, this would
also presumably be quite dra-

matic. The prime positive

effect - at first - would be to

provide a policy framework
that substantially buttressed

both the perceived commit-
ment to bringing down infla-

tion and also enhanced As
ability to do so. _ ,,

Much would be talked of the

salutary French experience

where the differential bepreen

domestic inflation and that in

Germany narrowed from 6.3

per cent to 1983 to 1.4 per ant

five years later, although it is

far from clear this magic was

worked by the EMS alone.

Then, as Initial enthusiasm

cooled, gilts practitioners

would begin to focus instead

on the deleterious effect of

lower interest rates on infla-

tionary prospects. Domestic

economic conditions would
need to be very different if the

downwards interest rate

adjustment were to endure.

Probably the ideal news from

Madrid this week - for the

gilts market and indeed the

test of the economy - would

be a commitment to join in IS

months or so. This would pro-

vide a certain stability of pol-

icy goals, while avoiding the

wrenching adjustments that

would soon follow an immedi-

ate bolt to the EMS door.

But this is probably no more
tt«m a midsummer pipe dream
for the gilts market to play

with. Instead the next few days

presages the colder re/ilifcy of

tomorrow's trade figures and
sterling ion a trade-weighted

basis) hovering disquietingly

close to 80.00 - the level which

the markets have come to

believe would trigger another
base rate rise.

Katharine Campbell
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INTERNATIONAL CAPITAL MARKETS
CORPORATE FINANCE

Gateway alters

INTERNATIONAL BONDS

European Commission brings off Ecu balancing act

M&A scenario
WHETHER successful or not,
the intervention of Wasserstetn
Perella, the US corporate
finance specialists, into the
takeover battle for the Gate-
way stores group could signal
important changes for mergers
and acqnisittona in
UK
Wasserstein Perella and the

Great Atlantic & Pacific Tea
Company are, under the name
Newgateway, together bidding
£2.1bn ($3.2bn) for Gateway,
the subject of a contested hid
by former managers under the
name Isosceles.
The deals are ostensibly sim-

ilar, both being constructed
with significant amounts of
mezzanine debt bridging the
gap between the senior loans
and equity finance. But there
are important differences.
The Newgateway bid has

less senior debt - £L7bn In
total against £l-9bn in the Isos-
celes deal - and It all carries
an interest margin of two per-
centage points.
The focility, underwritten in

total by 10 banks with Citicorp
and JJ?. Morgan in the lead,
comprises a £750m two-year
facility to be paid down for
asset sales, a $350m credit of
the same maturity to bridge
towards new property mort-
gages, a £450m seven-year term
loan and a £150m working capi-
tal revolving credit of undeter-
mined maturity.
Most interest has focused on

the £500m of mezzanine
finance, entirely underwritten
by Morgan, which compares to
£375m of mezzanine in the Isos-
celes bid. Whichever bid suc-
ceeds, it will contain the larg-

est mezzanine portion yet seen
in the UK

EUROMARKET
TURNOVER ($an)

Wan Marta

Slrakibb On ran Otter

USS 5,666.4 OJJ 1213 9.523.5
Free 3,930.0 3008 1273 0599.0
Otter U0L4 99.4 0.0 2.1642
An U9S4 376.9 0.0 4,9222

Saanday Mattel

uss 31,0076 1.064.7 4.7BL8 7.636.7
Prc* 31.904.7 1,50711 7.985.7 7.791.6
OtflfT 20,435.9 1,279.6 5J065 41205.0
Pw 16,846j0 1.890.4 3.42*0 27,3243

Cedd Etroctar Total

uss 13,094.9 46.706.9 99.0014
Pm 13.948.6 50,156.7 64.1053
Other 30.340.1 41.85L9 71192.0
Pm 24.9283 3U55J 564B3A

We* ui June 22, 1989
Souraa; AtBQ

Unlike the isrecei^s financ-
ing, which was worked out in
detail before the bid emerged,
the Newgateway facility is

described by bankers as fluid,

largely because it was put
together in three days.
Morgan is likely to syndicate

among international banks
about £5(K)m of bridging mezza-
nine with a year's maturity,
which win be paid down very
quickly by subordinated debt
to be phffid in the US, UK
Japan.
That debt could mature in 10

to 15 years. Although Newgate-
way’a liabilities would remain
in starling, some of it could be
structured using the currency
swap market to cater for the
appetites for dollar assets of
the US private placement mar-
ket and Japanese investors.

Resorting to US and Japa-
nese institutional investors
suggests that Morgan sees the
UK market as too ltmitaii to
place £500m of mezzanine debt.
Indeed, it is widely thought
that even the £375m of mezza-
nine in the Isosceles deal
would be enough to give the
UK market indigestion.
On top of that, Morgan is

new to mezzanine in the UK
and some of the more estab-
lished names - GECC and
Standard Chartered - are
already cnmmrHaH tn Tananwlaa.

Applying US financial mus-
cle to the UK market in thfa

way might sidestep some ofthe
opposition from conservative
UK institutional investors to
management buy-outs. This, in
the words <rf one banker, could
take the mezzanine market
‘into another league."
The structure of the senior

lending group reflects the twin
birth of the Newgateway tad.

Morgan is A&P's banker and
was working on an aborted
earlier deal with Kohlberg

<Kravis Roberts, while Citicorp
was brought in by Wasserstein
Perella.

Citicorp’s role in the pro-
ceedings Is interesting.
The US bank’s refusal to

contemplate the succesa-only
fee structure on the Isosceles
deal meant th« earlier Udder
had to look elsewhere for
Bpnim- bank fmanm. its partici-

pation in the Newgateway deal
implies fees will be payable
even if the daai Mu

Stephen Fuller

BARELY a ripple passed
through the Ecu bond market
last week - a form of silent
testimony to the success of the
European Commission in
reconstituting the currency.
Although the actual rew-

eighted Ecu win not come Into
being until September, ana-
lysts believe that, for the most
part, yield adjustments for
securities reflecting the recom-
position have already been
made in the markets.

Sir Jim 0*Nefli, economist at
Swiss Bank Corp, notes: “The
Ecu is probably fairly valued
now against all its component
currencies."
Ecu Eurobond prices eased

slightly last week, mostly
reflecting profittaking by spec-
ulative accounts which had
bought aggressively the week
before, hi a last-minute change
of heart, several accounts had
bought bonds on the view that
the recomposition might cut
the weightings of the lowest
yielding currencies even less
than had been anticipated.
This suggested that yields

had risen too far in anticipa-

tion of the recomposition and
would fall back. When the new
composition turned out to look
inetty much as many analysts
bad forecast, the speculative
accounts shed their positions.

The Ecu bond market, by all

accounts, has been one of the

worst performing sectors this

year as investors and bankers
tried to guess what effects the
recomposition would have on
yields.

Yields have risen steadily as
the bond markets adjusted
returns to reflect the fact that

the weightings of the lowest

yielding currencies — the
D-Mark m*a guilder - would
be likely to be downgraded
while the peseta and the
escudo, high yielding curren-
cies, would be likely to join the
basket.
According to Mr O'Neill, an

investor switching out of US
dollar bonds into Ecu instru-

ments on January 1 would
have had a negative return of

30 per cent so far this year.

A D-Mark investor switching
to Ecu bonds would have bad a
negative return of 7.6 per cent.

A sterling investor's portfolio

would have had a negative
return of 2J per cent while a
French franc investor would
have bad negative returns of
10.3 per cent. Only Japanese
investors would have gained
by switching into Ecu, and
even then only by a modest 3.4

per cent. By switching into dol-

lars they could have had total

returns of 2S per cent

ECU yield curves

But events of the past week
have shown that projections of
private analysts, combined
with the effects of periodic
inspired Taafcg and public pro-
nouncements from EC member
states, had given the markets
ample information to adjust
yields properly over a six-
month period.
Mr Jean Louis Pezet, of Ban-

que Paribas Capital Markets,
notes that according to one key
gauge of Ecu bond yields - the
relationship between theoreti-
cal and actual yields - very
little further adjustment in
yields is needed. Theoretical
yields, calculated by devising a

hypothetical basket of govern-
ment bonds of Ecu currencies
in appropriate proportions,
should be 20 to 30 basis points
above actual bond yields, vary-
ing somewhat according to
maturity.
Mr Perot explains the

higher theoretical yield largely
reflects the convenience factor

of having bonds of various cur-
rencies bundled into a single

security and also takes Into
account the effects ofwithhold-
ing tax for some countries’
bonds.
While actual yields among

five- to seven-year Ecu Euro-
bonds are around their histori-

cal levels below the theoretical

yield. 19-year securities are
not Mr Pezet says that the cur-

rent spread, at only about 19
basis points, suggests that
actual yields in the sector may
have some way further to fall

and recently issued 10-year Ecu
bonds may offer value for

investors.

By comparison, spreads on
actual three-year Issues are
well below their historical

levels relative to theoretical

yields and may have to rise

further.
Meanwhile, analysts

acknowledge that the new Ecu
would look quite different if

countries’ currencies were
actually weighted to reflect

their GNP and trade positions.

Mr O'Neill points out that

political considerations and a
desire to upset the Ecu bond
markets as little as possible

were key factors in the cur-

rency's relatively modest rede-

sign.

While there was a desire not
to see the D-Mark carry a
weighting of below 30 per cent
- it formerly had a weighting
of 34.7 per cent - its relative

GNP could have justified a
weighting around 26 per cent.

Some of the weighting
assigned to the D-Mark proba-
bly came out of that which

should have gone to sterling if

economic activity were the sole

determinant
However, EC members pre-

ferred to keep sterling's
weighting at 13 per cent partly
out of concern over the impact
of Increasing the weighting of
a high-yielding currency. Mem-
bers were also apparently
piqued over the UK’s refusal to
join tbe EMS - with some
French officials even going so
for as to suggest that sterling

be eliminated from the Ecu
altogether.
• Belgium issued a Ecul50m
10-year floating rate Eurobond
which will be fungible with an
existing Ecu200m tranche with
identical terms launched In
April.
The bonds will pay interest

at a rate equal to the mean of
London interbank bid and
offered rates (Limean) and will

be callable at par from May
1994 on each Interest payment
date at par.

Banque Paribas Capital Mar-
kets, the lead manager, said
that while there were three
other Ecu-denominated float-

ing-rate issues outstanding all

were eligible for immediate
call, making its new issue
more attractive by comparison.

Norma Cohen

NEW INTERNATIONAL BOND ISSUES

Om rowers

US DOLLARS

Amount
m. Maturity

Av. life

years
Coupon

Price
Book runner Oder yield

%

Nippon TeU Tel.# 200 1899 10 9 101* Paribas Capital MBs 8.731
Fuji Burk (Canada}* 20 2004 15 9*4 102*4 Fuji *<t 8.971

Swedbank# 100 1999 10 9.7 101% Salomon Brothers 9.403
Euro Credit Card Trust# 300 1994 5 9*4 10ft Citicorp Inv. Bank 8961
Hitachi Data Systems#
Student Loan MaricAss.#

20 1993 4 9<* 101 \ tSJ Int 8.865
100 1993 4 9 101% Fuji Ini R580

NYK bit# too 1894 5 9h 101% Mitsubishi Finance 0.018
IBM Credit Carp.# 250 1992 3 9 101.42 Goldman Sachs Int 8.445
St Bec.Comni.VlctDria# 100 1992 3 9*2 101* Merrill Lynch 84)11
Amgen lnc.§# 50 2004 15 8 100 Morgan Stanley &000
UVES 21<l)t# 137 1993 4 1B3«bp 100.1 Nomura hit .

Wchimen Corp.# 300 1993 4 (4%) 100 Daiwa Europe *
Sanrfo Co.# 200 1993 4 (412) 100 Yamaichi Int (Eur) *
TorontD-Oom-Caymanfcj)# 78 1990 1 8* 101 LTCB Int 7.673
Kredtetbonk lntFin.(ti)+ 20 1992 « 10% 10ft Kredletbank Int 9.B24
Kredlethank Intfinji)# 20 1992 3 Zero 100 Kredietbanfc Int -

CANADIAN DOLLARS

PrtvaB>antoTr*~*+ 560 1994 5 (4 100 Drexel B’ham Lambert -

AUSTRALIAN DOLLARS

Toronto-Dom. Australia# 50 1982 3 18 101% Hambros Bank 15.178

tEW ZEALAND DOLLARS

Stats Bk STfi Australia# 50 1992 3 14 102 Hambros Bank 13.151

D-MARKS

Uny Co.## 300 1994 5 ik 100 Deutsche Bank 1.750
Mizuno Finance Netft.**# 100 1993 3*2 7«2 101% Sumitomo Bk (Germany) 8400
1KB International#*#

SWISS FRANCS

50 1992 3 7 101 IndustriekredJtbank 6.622

Maxwell Finances# 12S 1994 - 5* 100 SBC 5l57B

Amount Av. life Coupon Book runner Otter yield
Borrowers m. Maturity years Price %

8FCE# 200 1999 5% 10ft Credit Suisse 5-518

Asakawagumi CaQ)**S 40 1993 ft) 100 Nomura Bank (Seitz) *
Uektguml Co.(k)**S 50 1993 ft) 100 Citicorp Inv. Bank *
YE Data lnc.(l)**§ 60 1983 (1) 100 UBS *
Nicfiimen Corp.(m)**9 100 1993 ft) 100 Citicorp Inv. Bank *
Ask Planning C'tre(n)**5 50 1993 (D 100 UBS *
Shim&no Industrial)***

STERLING

150 1994 (2) 100 Bqe Paribas (Suisse)

P&O# 100 2014 25 1ft 97* BZW 11.799

Northern Rock B.S.(d## 75 1992 3 1C 100 UBS Phillips & Drew -

Bqe Nationals de Paris# 75 1992 3 12% 101.30 BZW 11.835

Amsterdam-Rotterdam Bk#

ECUs

50 1992 3 12% 101.30 Samuel Montagu 11-835

Club Mediterranean)# 40 1990 1 15 101% Sodete Generals 12883
BetgJum{q)t#

LIRE

150 1999 10 (0) 100 Paribas Capital Mkta '

Renault Acceptance#

PESETAS

lOObn 1992 3 12% 101.20 San Paolo Bank 12848

European Community#

YEN

15bn 1993 4 12% 10ft Bankers Trust S'k» 11823

Bqe Natianale de Paris# 4bn 1992 3 >4 (a) 10ft Bankers Trust Int .

Bergen Bank*# 4bn 1991192 2/3 0» M IBJ Int •

Bank ol Montreal(o)# 4bn 1992 3 7 101% Nippon Credit Int 8.481

*Nnt yet priced. **P»UW placement. 4WWi equity wmrede. KonvartlMe. tRoettng rata noton. ennal tonne, n) FI rat coupon 6%%. Nikkei

Block Index Baked thereafter, b) Launched in tour trenchee at YUm each (adcMonal Ylbn on lap lor each tranche). Coupon linked to l epeneee
tone-term prime rale, laaua price 100.10 and 100. IS. e) Coupon linked to Smontti Bankart Arcepmnoe rate, d) ,*» over Smordh Libor. AddMonal
E23m on lap. e) Borrower option to redeem In alftier Ecu or ft. I) 181, bp over 5-morrtb Libor, g) AddMonal STOni on lap. It) Oorreem r option to
adeem In IMS or BFra. I) nerteemtiile ol 119.95% In USS Bnkad to Brr. Inventor option to hovo prindpoi nmoiM (100% nominal value of bond)
paid In IMS. indicated yield to out O 422BK. Id <27%. I) 4343%. m) 120%. id 4.275% a) Redemption Bnkad to Nfldcei dock Index, p) leoue

postponed, q) Smooth Unman. Fungible wMi Ecu30Ckn HW launched In April. Ntoa: YMde era calculated on AMO baaia.

MOROCCO
ROYAL DECISION IN FAVOUR OF

FOREIGN INVESTORS

In an effort to facilitate foreign Investments in

Morocco His Majesty King Hassan If

addressed the following message to

the Prime Minister
Dr Azzedine Laraki

Economic development has always been and still is Our major preoccupation. It is all at

| once the indication of our society's cultural and intellectual level and one of the dynamic
agents behind its promotion and prosperity. We have come to realize early enough that

regardless of how great the efforts of the State are. Our goal cannot be fully attained

without the massive contribution of the private sector whose action constitutes, particularly

in the form of financial investment and know-how, one of the foundations of the

development We wish for.

We have also come to realize for quite some time now that this contribution of the private

sector could be effective only if it were fostered and assured of a legitimate degree of
success.

With this in mind. We have taken or induced the taking of numerous measures which, in

their totality, constitute Our Investment Codes.

The advantages offered by these Codes are obvious inciting factors which have not failed to

I

produce their effects.

However, in view of the scope of the advantages offered, Morocco is falling quiet short of

the legitimate and reasonable expectations.

This inadequacy finds its major cause in the innumerable administrative procedures which,

though necessary, are so slow as to discourage the most willing and best intentioned

investors. Even when complete, files remain for months in the various departments while

the interested parties await in total ignorance of the outcome.

Our economy can only suffer from this procedure which goes counter to our purpose.

We, therefore, have decided to put an end to that. Henceforward, any duly constituted file

consisting of an investment project shall be considered as approved by the Administration

when, two months from the day of its being handed in, no action has been taken. In case

the file is rejected, the administrative decision shall be duly justified.

This measure - to be implemented immediately - shall be part of the provisions of all our

Investment Codes where it is to be inserted.

Meanwhile, this measure shall constitute the object of a circular issued by the Prime

Minister and sent out to all the State agents. Likewise, it shall be made known to the

public by all appropriate means.

L

HASSAN n
King of Morocco
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Generali

net profit

climbs 22%
to L572bn
ASSICUBAZIONI Generali,
Italy's largest Insurance com-
pany, reported a 22 per cent
rise in consolidated net profit
in 1988 to L572Abn (8407m)
from L468.6bn the previous
year, AP-DJ reports from
Trieste.

The consolidated results,
certified for the first time by
an independent auditor. Coo-
pen & Lyfarand, revealed that
consolidated net profit nrimn
minority interests grew 21.4
per cent is LSMUftm In 1988,
from L420J9m a year earlier.

Mr Enrico Randone, the
group’s president, told the
fltnrnftl wtytfng p«llin|.

nary figures showed insurance
premiums grew by more than
15 per cent during the first

four months of 1989.
The best growth during that

period was registered in the
life insurance sector, which
expanded by 28 per cent, wfafie
non-life premiums grew at the
lesser pace of 11 per cent Mr
Sandone added that the slow-
down reflected an overaU
Jw*iiiw» in the nnn-Hfo sector in
Italy.

He added that overall
growth for 1989 was expected
to stay In line with results reg-
istered the previous year.
Shareholders approved a

dividend increase of L330, up
40 per cent from last year,
after taking into account a
cqttal Increase of LLloObn.
Mr Randone said Generali

and Cie dn Midi, the French
financial services company,
had not yet “sat down around
the table” to work out the
details of a previously-an-
nounced plan to invest up to
Slim in North America.
Generali acquired a 16.34

S cent direct stake in Midi
year and effectively con-

trols about 20 per cent
through its alliances. It
recently won two seats on the
ooartL

Generali's consolidated net
assets ruse to L4£90bn in 1988
and consolidated premium
income climbed by 1L9 per
cent to L10,900bn. Of this,

LS,6001m was collected from
life premiums and L7400hn
from nan-hfe premiums.
Premiums were written in

more than 40 countries, with
the Italian market accounting
for 36.1 per cent of the total

and the EC 40.5 per cent

Holly Farms agrees to

$1.4bn bid from Tyson
By Deborah Hargreaves in Chicago

HOLLY FARMS, the US
chicken processor, has aided
an eight-month takeover battle

with an agreement to be
acquired by Tyson Foods tor

870 a share, or about $L4bn.

In agreeing to Tyson's cash
bid. Holly’s board ended a
stock-swap merger deal with
ConAgra, the Mg floor milling

company.
The merged company will

have a wrire* share for chick-

ens of about 28 per cent - con-

sotidatmg Tyson’s position at
the balm affiie industry.
ConAgra is to receive pay-

ment of $5Qm as a termination

fee, as payment tor expenses
and as recompense for releas-

ing Holly from a controversial

lock-up clause In its merger
arrangement.
Tyson had vigorously fought

tiie merger settlement between

Holly and ConAgra In the

courts. Once Holly accepted

Tyson's latest offer it agreed to

Eft an injunction against pay-

ing ConAgra compensation for

railing offthe deaL

ConAgra Is to receive pay*
meat instead of being sold cer-

tain of Holly’s assets, as the

lock-up dense stipulated.

ConAgra entered the fray as

a white knight after Tyson
made a hostile takeover bid for
Holly In October last year.

Shareholders irutiatiy preferred

Tyson’s all-cash bid and were
doe to vote on ConAgra’s

higher swap deal in July.

The takeover will lift

Tyson's debt-to-equitv ratio

dose to 90 per cent Mr dim
Blair, the company’s general

CTnpeai, said it would consider

selling assets to help pay down
part of the debt
He insisted that Tyson would

not be forced to sell assets, but

would consider disposing of
Holly's flour milling operations

and its by-products processing

division.

Tyson has lucrative con-

tracts with fast-food chains,

including McDonald’s, bat its

chicken processing plants are
running close to capacity. It

has been desperate to obtain
additional capacity.

Dual trading faces early ban
By Peter Riddell, US Editor, in Washington and Katharine Campbell in London

EARLY US legislation looks
fawrrwflgrngiy likely to ban dual
trading in futures markets,
muter which brokers deal for

themselves while also acting
tor clients.

A proposal which would ban
such trading in file 20 most
active futures contracts has
been put forward in the House
and Senate committees con-
cerned with regulating futures
markets. The matter is still

being debated, but decisions
will be taken by the commit-
tees next month

.

Congressional support for
tighter regulation of the
futures markets has increased
following Federal investiga-
tions of abmpw in Chicago
and New York markets. Con-
gress is w»nfar pnHtteai pres-
sure to toughen regulation and
a ban on dual trading is

regarded as an attractive

option.
Mr Glenn English, Demo-

cratic of fhw House
subcommittee concerned with
the issue, has refosed publicly
to discuss his proposal,
although he fra* sajii his mem-
bers have “indicated they want
a tough, fair wn amt me that
giiminatwB as many questions
as possible about the ability of
tile futures industry to be regu-
lated.”

Mr John Damgard, of the
Futures Industry Association,
argued that dual trading was
not responsible tor problems in
the futures markets. He said "a
few bad apples created a very
unfavourable impression.”
Mr Damgard, who conceded

IpginInHim qq dH>l facing had
become more likely, said tin*

real problem was improving
file auditing of transactions, to
detect and deter abuse.

The US exchanges present a
far from wnttgri front on flw

matter. While a special fcask-

force of the Chicago Mercantile
Exchange, set up in response
to the FBI investigation, has
come up with recommenda-
tions - apparently closely mir-
rored in the congressional pro-
posals - largely to outlaw the
practice, most other exchanges
maintain that a ban could
reduce liquidity and increase
volatility.

To meet some cf the objec-

tions the current proposal
would permit dual trading in
contracts where there is low
trading volume, with a possible
cut-off of a daUy trading aver,
aee of 7.000 contracts.
But several exchanges still

contend the ban fatfe to pre-
vent a broker from profiting by
virtue cf his knowledge of the
chart order flow.

BZW to buy stake in Canadian broker
By David Owen in Toronto

BARCLAYS de Zoete Wedd
(BZW), the broking arm erf Bar-
days Bank, is to buy a 50 per
cent stake in Deacon Morgan
McEwen Basson, a medium-
sized Canadian institutional
brokerage firm. Terms of the
deal were not disclosed.

The move will increase the
growing British presence in

the stQl struggling Canadian
brokerage sector. Last Novem-
ber S.G. Warburg agreed to
combine its Canadian broker-
age corporate finawra busi-
nesses with Alfred Bunting,
another Toronto-based institu-

tional research fiim.

Deacon was previously 33
par cent owned by Jardeu Mor-

gan Australia. BZW fog* agreed
to buy this stake and an addi-
tional 17 per cent interest for-

merly held by employees.
Following the acquisition the

firm, which will be known as
Deacon Barclays de Zoete
Wald, will be jahrtly owned by
BZW and approximately SO
employee shareholders.

Prime opts

for $1.25bn

takeover

by Whitney
By Roderick Oram
in New York

PRIME COMPUTER, the

second largest US maker of

computer-aided design and
manufacturing equipment, has

accepted a takeover offer

worth an estimated 520 a share

in cash and paper, or <L2Sbn
in total.

The offer tops a cash and

paper offer worth about $IB a
share from MAI Bask: Four, a
small and struggling personal

computer manufacturer which
launched its initial offer for

Prime last November. MAI bad
no immediate comment on
whether it would raise or drop
its bid, of which the cash com-
ponent is 819l50 a share.

Prime, which had been fight-

ing off the MAI bid, accepted
the higher terms offered by
JJL Whitney & Co, which
describes itself as the oldest
venture firm in the US.
Whitney is offering $21.50

gash for 79 per cent of Prime's
stock and will exchange the
remainder of Its equity for

bonds with a face value of $22
a share and a coupon of ISA
per cent
Analysts estimate the value

of the terms at $20 a share.

AMI buys back
20-year bonds
By Stephen Rdler

AMERICAN Medical
International, the US hospitals

group whose board will meet
on Thursday to consider a
lUbtt leveraged buy-out offer,

has won permission from bond
holders to repurchase 90-year
zero coupon bands it issued in
1982.

Bond holders representing
about $110m of the S140m
bonds outstanding were
located by the company and Us
financial advisers.
About $Skn of bonds will be

retired at the guaranteed mini-
mum price of 27 per cent of
fees value, and no purchases
wffl be made of bonds tendered
at prices higher than that
through a novel Dutch auction
system. About $8Qm of bonds
w3I thus be ootstandtngi
The buy-back will cost AMI

about $21

Cste anuocio aparece tinicamente a efectos informatiws Abril 1989

12.800.000.000 de pesetas
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Isosceles says its cash and paper offer exceeds value ofWP/A&P bid

Gateway battle looks set to resume

UK COMPANY NEWS
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By Nikki Tail

THE £2bn-pltt8 battle for
control of Gateway, Britain's
third largest food retailer,
looks set to resume this week,
with Isosceles, the newly,
formed company, attemptingto
argue that the value of Its cash
and paper alternative exceeds
that of the all cash joint bid
from Wasserstein PereHa, the
US corporate finance boutique,
and Great Atlantic and Pacific
Tea Company, the fourth larg-
est food retailer in the States.
WP/A&P, meanwhile, will

try to raise its stake In Gate-
way from the current level of
just over 9 per cent, to at least
25 per cent - at which point,
given the leveraged mature of
the Isosceles bid. It claims
there would be a significant
measure of “negative control”.

It also pointed out yesterday
that even with 10 per cent it

could prevent Isosceles from
mopping up the minority
shareholders - although Isos-
celes disputes whether WP/
A&P- would remain as
long-term holders if it passed-
the 50 per cent mark.

Isosceles confirmed yester-
day that it has asked Salomon
Brothers, the US investment
bank, to put a value on the

' !A*. V

Altc Mttnfc; riialnwm and pJiirf mmcuttve <rf Gateway.

equity element in its cash and
paper alternative. The teams of
this alternative are £430 in
Cash and imp Isosceles Tmit —
comprising three ordinary
shares and nine preference
shares m the new company -
for every 300 Gateway held.
Panmtdr Gordon, Isosceles'

brokers, had previously valued
p*w*h twwwtoi rmrf at “not leSS
than" £30 - or ISp per Gate-

way share. However, the new
valuation is thought to have
raised this to at least 30p a
share. On this valuation, the
cash and paper alternative
becomes worth at least 245p
per Gateway share.

This compares with the 237p
in cash which WP/A&P is offer-

ing and the 230p cash alterna-
tive from Isosceles. The WP/
A&P offer has not been

declared final

Isosceles added that Salomon
was “very keen" to make a
market in isosceles shares.
However, the new valuation
win not enable Isosceles to buy
shares in the market at mare
than 230p.

Yesterday, advisers to the
WP/A&P camp described the
new Isosceles valuation as
“cuckoo land”. “The feet is,

yon can get anyone to put a
value on a stub of anything,”

commented one. The WP/A&P
camp tWa week plans to meet
institutions with a view to
presenting its own industrial

However, even if WP/A&P
succeeds in throwing doubt on
the new valuation, it may still

face problems in raising its

own stake. Some institutions

are rmKimiy to Hiafcft any deci-

sion until the bidder's tewna
have been declared final, while
WP/A&P may wish to keep its

options open in case, at a later

stage, it can persuade Isosceles

to pent with its 37.6 per cent
stake in Gateway. So far, Isos-

celes has that it has no
intention of accepting the WP/
A&P offer.

Financing, page 19.

Misys £10m purchase
confirms Unix presence
by Alan Cane

MISYS, the fast-growing
computing services group, yes-
terday confirmed its presence
in the market for Unix systems
for the construction industry
with the acquisition for £10m.
of Team Systems Group, a
Unix boose founded six year
ago.
The consideration will be

satisfied by the issue of 2.4m
new ordinary shares of 5p each
at 4Q2p a share. Misys says it is
m'mntfaiwmiiafy placing. 25 per
cent of the consideration
shares .in the market but will ;

neither sefl nor otherwise dis-

pose 1 of : the consideration
shares for a period of two
years. The price is based on
Team. Systems achieving a

warranted profit of £L18m
before tax hi the year to Sep-
tember 30. 196a
In 1988, Team Systems

showed profits before tax of
£760,000 on a revenue of £6.1m.
Unix is an operating system,

a piece of software which con-
trols the internal workings of a
computer system, which is

finding increasing popularity
as an industry standard for
gmaii awH mediant-steed. com-
puters.
The Team Systems Group

hag more than 100 employees;
it sells Unix software packages
primarily for accounting and
database applications with
most of its customers in the
construction industry.

Kewill continues growth
pattern with 63% surge
By Alan Cane

KEWILL SYSTEMS, the
Surrey-based computing ser-
vices group quoted on the
USM, continued its strong
growth pattern of recent years
with pre-tax profits up 63 per
cent at n aim in the year to
Marffh 3L
Turnover climbed even more

steeply - 72 per cent to
£lL33m.
Earnings per share were up

to 19.71p (13.07p) at the basic
level after tax had levied
£626J)00 (£353.000).

The directors have proposed
raising the dividend for the
year to 3p (Up).
Founded in 1972 as a managa-

mpnt consultancy, Kewill tum
increasingly derived its reve-

nues from the sale and support
of its personal computer-based
family of manufacturing soft-

ware pmicqpHj
, Micros*, which

include support for the draw-
ing Office, mawnfardanrlng con-
trol and field service.

Mr JK Ovarstall, chahnum,
said the group intended to
increase its revenues by 50 per
cent per annum through
organic growth and acquisi-
tion.

Hie group is part of a con-
sortium hag raised ten,
partly from the Department of
Trade and Industry, to develop
an advanced integrated manu-
facturing and accounting sys-

tem which will run on any
mannheturarh computer

Gold Fields’

bid defence

focuses on
value of ARC
By Vanessa HoukEer

CONSOLIDATED Gold Fields,
the diversified UK mining
group, is planning to make toe
value of ARC, Its aggregates
subsidiary, a key plank of its

defence against Hanson’s
£&lbn bhL
Mr Rudolph Agnew, Gold

Fields chairman, intends to
focus on ARC in his attempts
to force Hanson to increase its

offer from its present level of
£14^0 per share. Mr Agnew,
who meets Lord Hanson early
this week, is expected to argue
that ABC’s value has risen
over recent months as a result
of toe Government’s planned
expenditure on roads and
water.
Gold Fields yesterday played

down reports that it was
actively considering launching
a leveraged buyout backed by
Kohlberg Kravis Roberts.
Mr Gerry Grimstone of

Schraders, Gold Fields’ advis-
ers, that the company was
looking at all its options,
including a leveraged buyout,
a “white knight” counterbid
and a restructuring exercise.
“At this stage, all these things
are no more than abstract pos-
sflnUties,** he

American
Distributors
American Distributors has
asked ns to point out that the
expected rise of more than 12
per cent in pre-tax group prof-

its this year which was pre-
dicted by chairman at its
animal meeting in Jane 12
referred only to the effect of
the appreciation of the dollar
against sterling.

Blue Arrow stake

Harris Associates, the
Chicago-based investor, has
increased its stake in Bine
Arrow, the employment
agency, from 7.16 per cent to

8.21 per cent. Mr Mitchell
Fromstein, Bine Arrow’s chair-

man said he regarded the hold-
ing as friendly.

Tiphook and Stena i

Sherwood to discuss
By Vanessa Houlder

TIPHOOK and Stena, the
Anglo-Swedish partnership
making a hostile 9824m (£532m)
bid for Sea Containers, have
invited Mr James Sherwood,
president of the containers and
ferry group, to discuss terms,
including a possible increase in
the offer.

Mr Robert Montague,
Tiphook’s chairman and Mr
Dan Sten Olsson, Stena’s chief

executive, wrote to Mr Sher-
wood on Friday, after the US
courts lifted an injunction that
could have frustrated their bid.

In the letter, the bidders

urged the company not to pur-

sue other options such as a
leveraged buyout or restructur-

ing. without first discussing
their offer. They also requested

access to figures that Sea Con-
tainers has made available to
third parties.

In addition, they questioned
Mr Sherwood’s claim that his
defence plans could realise

between $70 and $100 per com-
mon share. “We believe these
price levels can only be based
upon attributing unrealistic
and unsupportable values to
real estate and other assets,”

they said.

The letter follows Mr Sher-
wood’s comments to the press
last week, which led to a
strong rise in the value of Sea
Container's stock. Mr Sher-
wood said that Lazard Frcres.
the group’s US merchant bank,
had valued Sea Containers at
about $2bn - or more than
$I20m a share • two vears ago.
Stena. the Swedish ferry

group and Tiphook, a UK con-
tainer rental company, are
jointly offering $50 in cash for
each Sea Containers common
share.

Thorpac in £2.5m expansion
By John Thornhill

THORPAC GROUP, the
USM-quoted manufacturer and
distributor of freezer and cook-
ware equipment, is to expand
its interests in spirit measures
and catering accessories.
The company has agreed to

buy the business and assets of
the JT Supplies partnership,
which makes and markets a
wide range of bar and catering
accessories. The total consider-

ation will be up to £2.5m in
shares.
JTS made pre-tax profits of

£134.000 on sales of £677,000 in
the year to April 30. at
£200,000.

Thorpac will initially pay
£1.25m for JTS through the
issue of 2.76m shares. 1.1lm of
which will be retained by the
vendors for at least one year.

The rest will be placed at a

of 45p, although they will
rst be offered to existing

shareholders at that price
on a one-for-17 basis.

Preference shareholders will
be offered these ordinary
shares on a 100-for-766 basis.

A further consideration of up
to £L25m will be payable in
shares, dependent on JTS’
profits in the 23 months to
March 31 199L

Inishtech in £llm
packaging products buy
By Vanessa Houlder

INISHTECH, the industrial
holding company formerly
known as Inishtech Capital
Fund, agreed to boy Plas-
board Plastics, a Scottish pack-
aging products manufacturer,
for a maximum of £lL25m.
The annmmpwnwit ramp as

the company reported pre-tax
profits of I£468JKK) on sales of
TEagftm for the year to m»pi4>

3L
Plasboard Plastics, which

makes disposable polystyrene
and packaging products, marie
pre-tax profits on continuing
activities of £1.12m on sales of
£5£8m in the year to March 31,
when it had net assets of

An initial payment of £8-25m
will be made to Plasboard’s
vendors with a deferred prof-

its-related consideration of up
to £3m.

After tax and extraordinary
items Mihtech made a loss of
£373,000. There was an extraor-

dinary charge of £676,000 aris-

ing from restructuring costs
and the disposal of its venture
capital portfolio.

Earnings per share were
8.8p, although the company
argued they had limited rele-

vance due to the restructuring
In line with policy in

previous years, til profits will

be retained for development
purposes.

FITs £4.3m
for Micro
Movement
By Philip Coggan

FH GROUP, the footwear
manufacturer, is purchasing
Micro Movements, a recording
instrument manufacturer, for a
maximum of £423m.
The group is also estimating

that pre-tax profits for the year
to May 31. 1989 will be not less

than £6.7m (£5.6m).

Earnings per share are fore-

casted to be 35.5p. and the
directors expect to recommend
a final dividend of 66p, making
a total of lOp.

FH is paying £3-08m initially

for Micro Movements, via the
issue of 1.24m ordinary shares.

Of those shares, 908,000 are
being placed.

Alcan Aluminium Limited
(formerly Aluminum Company of Canada, Limited)

NOTICE OF EARXY REDEMPTION
to the holders of
Debentures due 1992

/pursuant "

to die description of the Debentures and
to the terms of a Trust Deed dated as

of July 15, 1982 between Alcan Aluminium
Limited (formerly Aluminum Company of
Canada, Limited) (the “Corporation”) and
The Royal Thist Company (die “Tiustee”),

that the Corporation will on August 15,

1989 (the “Redemption Date”) redeem toe

whole of its presently outstanding 15%%
Debentures, due 1992 (the “Debentures")

by payment in lawful money of the United
States of America to the holders thereof -

of the redemption price stipulated in

the conditions attaching thereto, namely,- ~

102% of the principal amount thereof

plus accrued and unpaid interest to the

Redemption Date.

Payment of the redemption price wifi be
made to the holders of die Debentures

against surrender of the Debentures at toe

office of the Principal Paying Agent or
of any of the Paying Agents listed below,

together with the interestcouponspertaining

thereto maturing after the redemption date.

The face value of any missing unmatured
coupons will be deducted from the payment.

Trustee foe the Debenture-holders

The Royal Thist Company, Montreal

The frmdsreqnired for tbo payment of
the redemption price will be deposited on
or before August 15, 1989 with Swiss Bank
Corporation. Should any of the holders
of the Debentures fail to present their

Debentures on or before August 15, 1989
or fail to accept payment of the redemption
moneys payable in respect thereof or give

such receipt therefor, if any, as the Trustee

may require, then the said redemption -

moneys shall be set aside for any such
holder with Swiss Bank Corporation. Such
setting aside shall for all purposes be
deemed a payment to any such bolder of

. thosum so set aside; and to that extent

‘the «ij Debentures and coupons shall

thereafter not be considered as outstanding.

The said Debenture-holders shall have
no other right except to receive payment
out of die moneys so set aside upon
surrender to Swiss Bank Corporation of
their Debentures and coupons.

Notice is further given that interest in

respect of the Debentures will cease to

accrue from and after the Redemption Date.

AD Debentures so redeemed shall forthwith

be cancelled.

Principal
Swiss Bank Basle

Paying Agents:
Barclays Bank pic, London
Citibank, N.Y, New York

Deutsche Bank AG, Frankfurt/Main

Montreal, June 23, 1989

PJC.Pal
Secretary /ALCAN

( •: >\!P \)-:\VS [\ B R 1
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Eurocopy
lifts profit

by 40%
EUROCOPY, the supplier of
photocopier and fax equipment
which came to the market last

June, increased pre-tax profits

by 40 per cent from £L8Bn to
M.Mm in the six months to
March 3L
In February this year the

company acquired Eqnipn
from Sketchley for £14.2m.
This increased its installed
machine base from 2,400 to
almost 12J10Q. The two acqui-
sitions have given Eurocopy a
nationwide presence. An
interim dividend of 0.9p has
been declared.

Bulgin profits hit

in second half
Difficult trading conditions in

ALUANCE AND LEICESTER
BUILDING SOCIETY

e 1993

b accordance with the provisions
of the Notes, notice is hereby
given tint for the ox month period
23rd June 1989 to hut cxdnding
27th Decanter 1989 the Notes win
cany an interest rate of S.15 per
cent, per annom. The Coupon win
be Japanese Yen 26X249 on the
Nates of Japanese Yen lOJXXXOOO.
The relevant interest payment date
ariB be 27th December 1999.

(AvetBrak)

CORPORATE FINANCE

The Financial Times proposes to publish this survey on:

12th Jody 1989

For a full editorial synopsis and advertisement details, please contact:

DAVID REED
on 01-873 3461

or write to him at:

Number One
Southwark Bridge

London
SE1 9HL

FINANCIALTIMES
luwat SUpMtU MlVSMflS

the Hwcnnd half hit profits at
AF Bulgin, Essex-based maker
of electrical and electronic
components. After doubled
faiiflrim tamhip profits, the sec-

ond six rnnmfhw mb profits fall

32 per ..

The result was that on turn-
over which rose from £lL97m
to Eumftm — an increase of 8
per cent in the year to the end
of January — pre-tax profits
came out at £781^)00, against
£712400.
Earnings per share were L9p

(l-58p) and the directors are
proposing an nnphanpd mingle

final payment of 0_2p.

Mr Ronald Bulfdn. riiairmiin

warned that the difficult condi-
tions had continued into the
first half of the present year.

Soundtracs op 30%
thanks to exports
Soundtracs, the USM-quoted
audio equipment manufac-
ture:, lifted pretax profits 30
ner cent for the six months to

April 30. The taxable result
was £417,000, against £320,000,

and was achieved on turnover
up 33 per cent from £15m to
£L99m.
The increase in profits was

mainly due to a further sub-
stantial increase in sales in
North America - exports
account for 85 per cent of the
company’s sales. Mr Todd
Wells, chairman, said the com-
pany .had continued to add
innovative and more complex
products to its range of profes-
sional audio products.
Earnings advanced to 3L7lp

(2.08p) and the interim divi-
dend is 0.85p (Q.7p).

Eldridge Pope lower

Eldridge Pope & Company
reported lower interim pre-tax
profits of £1.05m, against
£1.39m after finance changes
which rose from £77,000 to
£863,000.
Turnover for the six months

to April 1 rose £3,600 to
£19.58m. Earnings per share
were 3£p (4.7p) and the interim
dividend has been increased to
L75p (i.6p).

FT Share Service

The following security was
added to the Share Information
Service in Saturday's edition:

Ashley Group 8.25p (Net)
Com. Red. Cnv. Prcf. (Section:

Foods).

BOARD MEETINGS
The Mowing companies ham nodded dam
o* boons meetings to Ow Stock Exchange.
Such meetings are uauaMy hetd tor the pur-
pose at considering dMdends. Official

' ~

done are not toUahla BB to wttod
dvktonda are interims or finals and die sub-
drtotona shewn below are baaed mainly on
last year's UmalaMae.

TODAY
Marinis- Ainoura, FM Pyffiss. Otutemar
Finale- Bardon. Berkeley. Cranawlefc Mill.

Davy Corpt Fletcher King. Stockleke. Unit.

Whllacron. Wyndham.
wimmcumte

whether me Aukaa Aaeocli
Kletnwon Benson Gilt

.

Low ft Boner
nobs Group.
Southern Bushinas

.

Gresham Moras

.

Stanley Lalsutn -

June n
July 3

July 10
July 11
July S

Jena 2

7

June 28
July 2D

BOOTS CHARGE CARD
INTEREST RATE

CHANGE

Recent interest rate movement have made it

necessary to revise the interest rate charged to

account customers. The new rate charges on
the outstanding balances on Boots Charge

Card where payment is made automatically

by a bank will be 2.6% (equivalent to 36.0%

APR). For accounts where payment is by

other methods the interest rate will be 2.8%

per month (equivalent to 39.2% APR).

The variation will be reflected in statements

produced on or after 4th July 1989.

This notification is in accordance with Clause

No. 9 of the conditions ofuse for Boots

Charge Card.

The creditor under Boots Charge Card is

NWSTRUSTLtd,NWS House, CityRoad,

Chester X,CH993AN.

£50,000,000

ALL NIPPON AIRWAYS CO., LTD.
(Zen Nippon Kvyu Kabwhiki Kasha)

GUARANTEED FLOATING RATE NOTES DUE 1991

Unconditionally and irrevocably guaranteed as to
principal and interest by

The Long-Term Credit Bank of Japan, limited

payment of

September 25, 1 989 against Coupon
of the Notes wiH be £1 84.30.

June 26, 1989, London
By; Citibank, hLA. (CSS1 Dept), Agent Bank CmBAN<& JJ

Notice to Lombard Depositors
The following interest rates will apply from 26th June 1989

Rates tar depositor* untrtlod 8 Grow sqirtvatont lo a
uaiaeatvanei Internet n basic rate taxpayer

RatestordapoaitorB entittod
as Interest

1 14 DAYS NOTICE" SeoStfcSw |

When the balance is £5.000 and above

12*750«| 9*977£ §13*303
When the balance Is betow £5,000

10-750£|8-412£ft1-216

PA

%
PA

Interest is credited quarterly

1 CHEQUE SAVINGS ACCOUNTS
When the balance Is £4000 and above

11-000™ 1 8-608?. 111-477
When the balance is £1.000 up to £4,999

9000m 1 7-043S 19-390

%
PA

%
PA

Intermit la credited on each published rata change, and not less than half yearly.

I.G INDEX LTD, 9-11 GROSVENOR GARDENS, LONDON SW1W OBD
Tel: 01-828 7233/5699 An AFBD member Reuters Code: IGIN, IGI0

FT 30
7/1806 -1

Sep. 1831/1840 -3

FTSE 100

%
wall street

16 Sep. 2209/2219 -14 Sep. 2523/2535 +15

Prices taken at 5pm and change is from previous close at 9pm

I

Jus
23

arnnXjjS
ifi

CK INI

Jsa
16 EH789

Us-j
Since Cm
H ftfr

ipilatiM

Low

IK23 — ft** 4918

EHJ " « 1 L3Z3££3KtEtl + 1HLS] 50.53

USB I:V'Umm* tonPiHMttrAlran 49.4Ml l!» M'-.M iMlML II M'-ll2Q 435
EES3m»megas KSSK2 6L92

2167.5sag 2172.2 2164.8 2154.7 2143.9 2204.7 1782S 2443.4 986.9
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£46m orders for Lilley
FINANCIAL T3S

IN BRIEF....

Thurrock
car park
project

UiXEY has £46.1m worth of

new orders won last month.

MDW, the building arm,

secured contracts worth

PZO 4m. including a £12m Gtas-

gow office development and a

major commercial development

in Edinburgh.
Recent contracts awarded to

Lilley Developments total

mum and include a joint ven-

ture to develop three toosmg

sites in Yorkshire worth Eem.

Standen Construction, Not-

tingham, received orders total-

ling £53m which include con-

struction of a civic centre and

a school.

Eden Construction, the

group’s Cumbrian-based sub-

sidiary. has secured deals

worth £3.4m, including con-

struction of a complex treat-

ment plant in Cheddleton.

Lilley Construction has
secured a number of contracts

worth SAAm including a bous-

ing refurbishment at Upper
Grosvenor House, London,

worth El.hn.

TODAY

tire. 28. CWtt

1020
BOARD MSTWQS-

Banian

Stadktaka
LM
WIilWMaR
Wyndtam

AMoura
FI Fyttea

omoemi & M i hBEBT payuents-
Haw Croup 323p
Rtvonfew Rubber EsW
Saltire Inauranea hwm. Ulp
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Mlh 1983(48344
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Ctty of Outer* hn. Til 02378c
EnfllWi Electee 8**% Dab. muao sifpa

Do. 7% Dab. T89W1 alapc.

FAI Inauranea Sp
FM Charlotte AMU Tta aiSp
Frogman, Estates 1U9K lot. Mg. Ah

fmnfMnR AfljflDQ,

Jlgg,
do. VaW Oeb. naofw S^pc.
Garrard A Ntfoml Mdgs. l&3p
Huntingdon M. <X7p
MfckSutsax Water 49% M«22Sp
Ocean IWaau 2p
RCO HUgs.2.70
Tola A Lata 1140% Nta. WOO SJSpa

FRIDAY JUNE 30
COMPANY MEETINGS-

Bllton

e*«tam PMn Mboa. HW** »*• Ln-

BZ
mnonlinrr~H lnurnw Vaum W%

bra. 1WL «*% »'«
S, ES£wm7%ClW.RaaptMP

Opl 0.75% Ita Cm. IW. PA
Eteotrtt A General kwm, 10.1% Otb. 07702

KMW!
Boms Clw. Red. W. *-1®P —
Empire Surat (Bradford] 81»% WO. avm

*^tah National On. 9*% wo. 9i»ft

^B&aoB fUM-KTataton) 8%% Or. S'*.

A Agency HMgo. 3*a% »“ n

OuWa QrougJ°2i l^JP

Da «*.% '*£g'££°!£?tu,
RTZ Carp. «%% cov dS. tn. 88*0

University department
Water TetavMoB 29p
WuwpM Banking 7ots.

team management and
PROJECTS has been awarded a
£15m design and build contract

to construct a 3300 vehicle mul-

ti-storey car part: in Thurrock

as part of the Lakeside shop-

ping development. It is

believed to be one of the larg-

est in the UK. It comprises four

structures, three linked, pro-

viding a floor area of 80,000 sq

metres. Construction will be of

in situ reinforced concrete,

using a trough deck principle,

to achieve 15.2 metre clear

spans. It will be brick-clad,

with a mansard roof to part of

the building. Completion will

be in 63 weeks.
* * *

The latest batch of contracts

won by SHEPHERD CON-
STRUCTION totals £23£m. Pro-

jects have been secured in Cov-

entry, Edinburgh, Crewe, York
and Sheffield. The largest Is a
£9.4m order to btdld a 14-store?

office building in Chapel
Street, Coventry, tor Equity &
Law Life Assurance Society. A
£7J3m design and build con-

tract has been secured for

country club facilities at Dal-

mahoy Golf and Country Club,

Kirknewton, Edinburgh, for

Country Club Hotels, part of

the Whitbread retail division.

* * *
MORRISON CONSTRUCTION
GROUP has has been awarded
contracts totalling almost £26m
tor civil engineering and con-

struction projects throughout

the UK. The Edinburgh-based

S
oup has contracts worth
6.7m in Scotland. In England

work is valued at £9-2m.

WESTRIDGE CONSTRUC-
TION, Isle of Wight, a division

of Leading Leisure's Horton
Building Group, has won con-

tracts worth nearly £10m.
* *

BRIMS A CO. has been
awarded contracts totalling

23m. For Langbaurgh Borough
Council at Redcar 49 houses
and flats are to be refurtrisbed

and 10 houses buRt; and a win-

dow replacement programme
bas been awarded by Stockton

Borough Council on the Rose-

worth housing estate - together

these contracts total about
£2m. A £640,000 contract from
English Estates is for advance

factories at Seaham Grange
Industrial Estate. Durham
County Council has placed an
order for the reconstruction of

Milburngate Bridge on the

A690, worth over £300,000.

WILLMOTT DIXON companies
have started wort on orders

worth over £llm- The largest,

worth about £3m. Is for 62

homes in Cricklewood for the

Metropolitan Housing Trust.

MOWLEM SCOTLAND, part of

Mowlem Regional Construc-

tion, has won work worth

yp am. The largest contract,

valued at £6-5m, has been
awarded by Heriot Watt Uni-

versity for electrical engineer-

ing and computer science

department facilities on its

campus at Rlccalton, Edin-

burgh.
The work consists of a mam

spine block with tour spur

blocks radiating east and west

and a link to the chemistry

department. It will provide
accommodation tor teaching

and research laboratories, lec-

ture rooms, common rooms,

offices and stores. The main
spine block will have extra

storeys to house a plant room
and aerials platform.

The company has been
awarded a £4Rm contract for

an integrated weapons com-
plex at the Royal Naval arma-

ments depot in Crombie, Fife.

The work consists of one build-

ing with concrete walls on
bored pQes and a variety of

reinforced concrete structures.

Included in the contract are all

electrical, heating, ventilation

and air conditioning services,

as well as the Installation of

Bpwiai safety, monitoring and
interface equipment The com-

pany is also responsible tor a
series of construction and
refurbishment projects to the

depot facilities.

In Stirling, a £700,000 con-

tract tor a combined water and
drainage depot has been
awarded by the Central

Regi
onal Council- The Clydes-

ale Bank in Falkirk has
awarded a £700,000 contract for

fltting-OUt its hanking halL

COMPANY MEETINGS-
„ _
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Anchor tat

£7m hospital steelwork
GRAHAM WOOD has been
appointed to carry out the

structural steel framework,
totalling £7m, on the Westmin-
ster & Chelsea Hospital,

awarded by Laing Management
Contracting. This is Graham
Wood's largest order to date.

The project will be the first

hospital to use the tost track

form of construction.

The 650-bed teaching hospi-

tal will be built on the rite of

the lll-year-old St Stephens
Hospital, Fulham Road, Lon-

don. With a floor area of 1Jm
sq ft, the TnArHnal centre will

comprise tower ground, ground
«md five upper levels surround-
ing a central atrium. Car park-

ing is provided at basement
leveL Two separate buildings

house a mental health unit and
a nurses home on the 75 acre

rite.

£5m City office block
M.J. GLEBSON GROUP has

started building a £SJm office

development at 23-29 Camomile

Street, in the heart of the City

of London, for Sheraton Securi-

ties InternationaL
To be called Camomile

Court, the building wDl com-

prise seven storeys with, an
(tirimn rising through an floors

- above a lower ground floor ?

and have a grass floor area of

11,000 sq metres. .

ft will be air-condxtumed ana
double-glazed throughout, and

BangkoK Inva.

Buck
Ctyda Btamani
Hardy* & Hanson
LPA Inds.

OVTDENQ A MTEHUBT RAYMHfTS-
BMSS 225p
SoW WMnroika *»» COM Z40p
Da. 4JB% 2B46p
Do. &6K Max I.TBp

ThantiM (Q.W.J Htaga. 2p
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have five lifts. The works are
yhedniad to take 82 weeks to

complete.
The frame will be of

reinforced concrete, with
suspended floors and ceilings,
and the exterior wffl. be dad
with granite and limestone

Plant rooms are to he located

on the roof, and within the

lover ground floor .- which will

also provide office accommodar
turn.

Refurbishment in City
Sixteen contracts, together

worth f-iam, have been won by

the City of London builder

ASHBY & HORNER, a P&O
company.
Among the orders is a £4m

office development at Old

Street, London, for Downland
Commercial Estates.

Other work Includes a £l-2m

refurbishment contract at

Royal London House for Royal

Mutual Insurance Society; a
£5004100 refurbishment at Bid-

den House for British Telecom;
and two floors of refurbish-

ment at Cleveland House, l4Mh

don, for RTZ Group.
The PSA has awarded Ashby

& Homer a £lJm term con-

tract for maintenance work to

the Royal Naval College,

Greenwich, and at the Tower
of London.

Economic Foretary
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This announcement appears as a matter of record only.

AmeriGas, Inc.

a wholly owned subsidiary of

UGI Corporation

has sold its

Industrial Gases and Carbon Dioxide Divisions

to

BOC Group PLC

The undersigned initiated this transaction, assisted in the negotiations

and acted as financial advisor to AmeriGas. Inc. and UGI Corporation.

Drexel Burnham Lambert
INCORPORATED

June 1989

Dormuda M. Bond Ftt.

Throgmorton TbL
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1"«- MW neh«wj ftPf-
Da 950% let-

Do. 10.75% let MW IMb. 2026 937Sp

Da H*#% tat MW OM^WZlSHpc.
BreitataonerH^ 8%OaaPitA.1p
Brown ft Jaekoaa MU5% Or. Oaa Pit

ftft78p

Da Now SJnp _
Brawn (Johtft 7*»% Deb. WB4100 Mipc.
Brunner tow. Tat 5% Cum PrL 1.75p

Buslneae ModBM# TM. 98% Osa Pit

Ootard Grp. 10*i% taL MW Mb 2014

&097pMere 8% Cum. ftt 2Ip .

Quotas 7*i% let MW Peb- 1888/90 SVpa
Do. 8% 2nd. MW Deb.
CH Inds. 7% CV. Cua rtl XSp
Csksbraod. Robey 8*% Ita. La 1993(98

4^1 pa.
Cambrian ft Genoml Sec. 6% Cum. Prl

U6p
Copnro tods. 8.730 Ota Cv. Cum Red. Pit

A373p
Capital ft OaunOao 42% Cum ftt 2.lp

Da ah% 1st MW OtibiMZ7 4jjpc.

Da 9*i% Ua La 1991108 4%?-
Caradon Mira 7*«% Deb. 927K
Caaiost 1028% Pit 6.I28P ^
Cater Allen Equity Growth Pw Rod. Pit 2p
Ctaamberialn PMpps 9% Pit 22p
Ctutawood AJBmnce Htaga M#% « MW

Oeb 83(98 4S7Bpa
Chemoa 7% Pit 24Gp
Chemical Banking Carp. F*o. Rata Senior

Nta. 1990 191.77
Chester Watar 8% Rod. Deb. 9BIM 4pa
Da 7h% Red. Oeb. 91(98 32Spa
Da n\% Red. Dab. 9012000 6Upa
ChBKngton Carp 9% Cnv. Una La 1999

£ 11**% let MW Deb. VBO
Estates ft General tovft * “»

Deb. 2018 tSMpr.,

Bwerord# Brewery 5% Prt.

Everad Htaga 985% Pit IXZfiP

FH Cretto 42% 2nd Pit 2-1p

Feltaswwe Tank DsvetopmenM 7*a% lot

MW Oeb. 8709 ftTSpa.

ftinnar (Jit) 4ftSH CuntPlt 1228p

Ftatay UMM| 42% let Prt. Zip
Da 42% 2nd Pit alp
Da S% 2nd Pit 2ftp

FHch Loved 6*9% P«- aara*
nve Oota inva asp
Ftamtog Amertcentav. Tta6% Pit IJftp

Da 8% Una la 87(92 2flpa

Da 7% Cm. Una La W» 3Jpa
Ftarotog Oversees tor. Tta 1jgP.
FsBwotana ft Osbfct VWsr 2M ffW

^^^SafttioesftftP
Da 4% Psrp Deb. 2pa
Da 5% Perp Deb.:

Foreign ft Got Rea Asset Fd. pw red. Prf.

AKM2
Da B 3948
Da (U8S Bonds) 3912
Da (MnM CMrenoy) 9a»4
Da (Starting Banda) 47p
Dor (DM Bomto DM91S
Da (to Bands} Y14
on. (ecu ao«ta) a»
Da (UK Eqtattsm 78p

^sssira5iS,Yii.
oi SS!»Su«e-) KM
Da (Short Term ft A«ta)7»p
Portnum ft Msaoo 7% Cutaftt 24Gp
mu— 4*#% Ctn Pit 2.1B780

Foster (John) 4%% Cum. Pit 127Bp

Fuji Bai* Y425
fUcrem hi*. Tst 9BBp
Future Htaga 7% Pit 2480

Gartmore Eurapoaa tow- ita »*2% Ota
91(08 473pa „
GmidiB Braadtoan 9% M* kop
General Accident 7*B%.Una La 87/92

&%% Una La 92(97 327309

Cmr. Una

«

"S^awp u«. u. •«>

PHMma ynnv^ ^ cum. Rad. Prt-

CorP ««»

hw. Trent PMP-

«%% pit ftjsp

RW
Cum. Cnw. ftad- Pit 2008

eTrLHltaa La 93/98 3273pc-

MW Deh. 0Q/S5 ftfipc.

Kffisssara

"a&nno (Jartta-) ft Son. 4% Urd. tat

ft W«a Brt-my 4% MW-

»

Sf’sL.ta oeb. mar ooaspa

SS&SiSTm^,Mft«i

Oo 5%w W«»rerort»^ l^£Hn?94 1WP

:

S?S 'EkM (W9 btotat «pe.

ssSBfe 1"
ng aw Rod. 99309

p* *«* 7^cTfJSfAaM»
FeriVta
First etymon

^Sg O

Da 8% 2WL Ptl 4p

—r- prf -

t^.S Qrciip 3.40 nh

Da ®'*SiSn
a
cm

S
Cv Rsd- Prt

• m ““
RtaL Pf. 330

lliaikain Sun* **
Hatono 12<P
itaMcsf Bar Sp m w . 850

ISSSlSiK-S
V
hSTcwp 3*** n* ,,7ap0-

Oensrri Mown Oorp 7%% GW. Una la
87792 3288709

njbbe ft Dandy 7% Prt. 229p
Da?Ia% OS 9UB8 42toa
Gtaanur 8*1% Una La ftWB ftJ7B|to._

S^smndo Und Bank Oer Ott8ptafW
ftoo Nta 1991 327^7

«»
Oovatt Ortental hw. TBL 8% Dab. W90

^Grahams mmaul tor. TM. Pad. fttap Cap

’’’o^Man Htajp. 7% Pit 9480

U«a La

Green Prop •% Md. Or. Ita La 1988

‘'aSLnhoO WhMey 523% RtoL Osv. Prt

*05*0 Wag ft Sons 8*»% Deb. 86(90

*^Smem tods. 8% PrtOcta
. _ __

Gwidtan & MndiMOr Everting News 4%
Cum. Pit 12p
Oalistaea Mdbon HMp Oftp .

.

Helttex 8taa Soft HW N"* ** *“*

*“Staft
!

hS?«v* •%% DM..94*9 92Bpa

5£^(3SetaOre«e>We%P^T-”°P

Hsrrisone ftCiuoReW 0>i% Com. Pit.

*^Rtaboole Wetar 8% Wed. Dto. 9M9n4(ta
HawkerSIddoloy Group 7*»% Dob.

lasgc.
00.8%% Dob. «VB24«Bpft
HeeiKnm Grp 82% Cum. Prt 22p
Hebwdc ft General Tot 8% 2nd Dtib.W99

2
i$tartti M ft aonjltantan) «>%_Prt a0
HldWow Inti- »*»%UnaLa 89(9* 4230a
Mggo ft HBI 7% P»t ^480JMd Finance w% OM. Ua La 1990

S
*Da «% Ota. Una La 1090 (Wlb. Rta) 5pft

K«58ta«SK
Da 8% Ua La 1988190 4Pft_ • „ -

irnpertto Odd amreaw ft 8w(y 0%%
Cum Prt. Mob ^

•

Iimaiau04tand8% Ua. LaM ta Tst Ca ct -tarsey 13% Rod. Prt.

820
tott. Stand Elsca Carp 8*t% Cue. Itoa la

B*a% Pit 3089.

ftSm»> 49% Pit 921290
Kmeer BnndnrMi Red. Com Pit 2.1P

raSnmiri. Senson Stifl. Asset PcL PW Had.

P
'Ktatoumri Ommaas tor.m 4% Prt %#

Kyum Hdto KOOK" 8^% Om. Dda W9B

^Staulta HotaiS W**%W MW 0*. 94(99

f^g Props- tt%(talta La .2990108

*"u«£l Group 8% Una La 98(93409
UTu5d?2% WHb.Dta.«WlL2»t

E^^s^sr^RraLPre
^Da 82% Gift Red. Ptt.*j8p
Da 8^% 1st Ctaa Rod. M. 3018 443780
London Pork HaWs 10h% tat Mp Deft

2000/06 ff ffpf
Lonrita7t% 1st MW Daft 88WI ft7Bpa
Lyles (SJ 11% Prt. 950
m ft a aw ft msd tat too- Fd. ip
MBS 8% Cov. Una La 1997309
MEPC B*i% tst MW.Dab. 8409 227804
MaoaltawGtanlhMt «*»% Cm. Una La

2006 3l12SP9

Manganese Bran# Htaga 8*#% Pit
22B7Sp
Marks ft Spencer 7% Cum, ftt 24Sp
Manor 11*% Osa 2009 aosrepa
MsisIMMs 7*#% Osa 98(01 S225O0.
MarahallB Unhrenal 7«a% Raft Prt. 3.75p

Martin Marietta Corp 272ota
Msecs Letoure Group 112% Dab 2011

OJSoa
Mertvwle Moore K>«2% tat MW Deft 2030

&226D9
Da B% Cmr. Una La OU04 4pft

Dal2»#%_Uiw.la gq0ftWapc-
Smurttt (Jrttareon)JMM911
SSiSJlfo^.ttaL^Sif2258209 .

3J
»Mta ft Stopoao 4*a% Dea2280ft
Stoouny 8*1% Prtt.

Sunderland ft South OWstas HAM a*a%^ TVNPtaftDea OU93 8J»ft
Da 7\% Red. Osb 92(04 32750ft

Da 92% Rod. Deb 1999 4«a
Da 10% Rod. Dab 92W Spa
Da 11*t% Rod. Dob. 2OOBftT80ft

Da 1tS%*od.Dsb«W7Mpb
SutcMto. Speaknan 9*s% Rsa Prf. 47Sp

Da 7>t% Reft Deb 91/98 S.76pa

Da 3*«% Deb 1226pp.
Swire (John) «3% PitSMflj
T ft H 8% MW P*- ««vre
Da 10.1% MW Deb 1990(98 6J8pa
Da Vl*i% MW DabttMrawp&g^^
TB Ctty d London T*L 11*1% Dob 20M

8**% Ona Ua La *987(2001

*1

T?Techneloar Stand. Fft^ftp
Termec 7\% MW Dob 1988(90 82790a

TtaSft lIm^TOTbtata W»022a09
Tees ft HnrBepool Port Auttwrtty 3*1%

^^%1SgL^«84(8O
?£J09

Tandrfng Hundred Wetar 4% Peb
Ttatawt Gas Hpr ltos 10% Ore. Una

La*90V96 6p9 _ .

THORN EM 7% Cnv. Bed. tod PW. 198209

^ 7(4% A Deb «eWW 822609
Throgmorton U8M Tbl 6*1% POf- Out. •.

(tad. Pit 2.7SP

TMeym^uyL Reft Pit 420 •
..

TocnUn* &2% Cn». Red. Pit 820.. _

Tbatel Group 4*4% Pma Oeb. 227*0..
Da 2*i% Oeb 1988(90 32760ft -

Da 7*4% Dab WBH/90 322800.
ToahRm Cerpa Y8
Town Certtre Seatiftp
TrataHtaT Haase 71*% Prt. 220190
Da 7% Una Oab&Spe.
Da wi*%ttaa La 2001(08 8.12809
Treflord Pork EoMse 7%% tat MW Ddb

naMH X287609
Do!»% let hWLDtoJtolgft
Transport Devetopmant 42% Prt. 310
0^8*4% Una La 19*3(98 412309
DaS% Una La 1988(0* 8279pa
Tribune tow. Tri. 0%% 00b 2012 4£pa
Torriti 5>2% Prt 122GP
UTC 428% Reft Cv. Prt taWa-tap.
unlcora Uda 8*a% Una La aoaom

42Spa
Do. 10% Una La 1988(04 300.

Untaata 8>>% Una La 198987 3250a
Untow stw Ita La WlBMIt®**
doTS«. tbra-

Da 9% Una La «9irMoe;4

p

a
Oa 8*4% Itoa La iMuawaAObb

.. SB%%iiitaLai99i(anor«rag9
untod Otase 7**% ML H0 M- 1997190

35
Etad Mogdam F^p2*t% Uta Uv 89901

*iftduoft bioosen Time*•*»% Ota Reft Wt
3.1200
Wktinernn (1) 42% Osa Pit 2-W
Da 68% Cum Prt 22a - -•

WnmnJWrl^N ft Roirtend ftla% Oeb srm
4
Wkmudn 9*#% Ota Red. Prt 2909

Do Ita. Rata Sub Cep. Nta1997 SZTtJB

^BtaaRBriw-.
ta 94(99 37toc - ..

ODftJ%%Cnv. Mft^nft Pit 2080 48to
WHlMuna HWga 6*#% Cn*. Rod. Pit.

221230**
WnBemeon Too 8% Prt. 2.10
WSeaa (Canno8]d.9% W. 250
Da 10»>% 2nd. P»t 829p

ft. Dudley Brawertae 8%
Pit Pw 31p
Wood (AJ 7b% Prt 2A250 _Utato Gorton Centres 82% O9 Cua

Reft Prf. 4»0
York Waterworks 8% Dob 8nL 2209
Yorkshire Chenticeto 0% Pit 128p
Yorkshire toL Fto. CM. Rtg. Rote Nta. 199*
DAO

SATURDAY JULY 1
DMODD ft (NTERE3T PAYUENTS-
AS8. Barnett Ktontogs Ip
ABO Or. Cura WVW Rod. Pit
A.TJL —taction 120
Aericrttmrt Mortgage Corp. 9% Dsb tOBOl

^Albright ft WUaon 7**% Dob 85(90

City Site Estate* 7% Cm. Una La 06(08

8209
Cltyvlsion 8.6% Cv. Cum. Rod. Prf.

smoiap
Ctaytarm Htaga 11% tta Mg Deb 2018

8*109
Clyde Port Autti2% torft 12pa
Do. 4% Irid. 20c.

Cast* Patono 4>s% Una La 02(07 223pa
Do. 0*<% Una Ln. 337309
09 7*1% itoa La wsm 3790a
Cofanan (E. Atoal toot 8*1% let Mg. Deb.

98(91 437609
Comben Orwa> 7*4% Una UL 92(87

327Epa

Conoco 7>j% CM. (toft La 97(93 37Spa
- Da 8% Gift Una La 87/94 4pa

Continental Bank SOeta

Continental UL Oven. Fta. Corp. Get HW
Rale Sub Nta. 1994 3279.16

Cuakson Group 7% Prt. 3-450
Copenhagen riandeietaenk A3 8#b PHg.

R<
SiItoulta

C

CfoWnfl 8r«ikJ# ft**% Dab 8V
89 312S09

Crelgwn Combined SeeuriUes 8*1% tat

MW Oeb. 88/91 4.37509
Croda ML 52% Prf, 32p
Da 62% Cum. Pit 2290
Crontto Group 120
Crowther (John) 6% Cum. Pit I.TBp

Cummine Engine 3*i% Cm. Itoa La 78/9*

127909
DAKS Stmpean 3p

DenwreftS^Cra c*. Red. Prf. 3l26p
PRO 7*,% Una La 86(91 327B09
Dotoety 8(4% Reft Deb 88(93 412109
Da 8(2% Red. Deb 85(95 32S09
Dane 9% Una La 87(92 4Jpo.
Deed Soa Works 5% Deb 2D02 2209
DetaMhems 7*,% 2nd Deb 01(98 322E09
Deto Group 42% iu Prt 3lp
Da 316% 2nd Prt. 1275p
Do. 4fe% Deb 85(90 22Sp9
Da 74% Dab 88(90 327009
Denmark (Kingdom oQ 13% Ln. 200S Upa
Darby Tst 7h% Deb 99(03 37609
DeanuHer Bras. Htaga 328% Prt. 2IB9p
Diploma 10>i% Una La 90(99 ftZBpa
eSGraita 5% Prt. 1.750

Db 4% 1M Mtg- Deb Rod. 2pe.

Esdle Htaga 1.10

Eset LancMhtra Paper Group ?Vt% Una-
La 87(92 3/epa

Easl Rond GoM ft Uranium 182% Una
Cm. DWa 88(81 71.09

Eastbourne Wetervrarka 7*i% Rod. Dab
90(82 37309
Da 10>2% Red. Oeb 98(97 32809
Do. 112% Reft D«b 06(09 S2P4.
Db 121}% Raft Dab 2004 82609

Mchetin TVre 8*i% Dab 84(89
MM Kant Mrier 36% IFtoy- 8%)

3780
Da 3S% IFtoy. 6%) Mp. 1760
Da 36% tFmly. 6%) Cooa Pit iJBp
Da 4% Perp. Deb to
Da 6% Prep. Deb. 35pc.a 7% Red. Oeb 9X95 39fta
Da 7*j% Reft DetL 9U03 376pa
0a 8% Reft Dob 82(94 4pa
Da 12% Rod. Oeb 90(92. 8pa

MldrSoultMn Water IMi% Purft Deb
1.7809
Da 8% Pern. Deb 36pp.
Oa 7% Reft Deb 67toB 3600-
Da 7*4% Reft Oeb 91/W 3BZ5pa
Da 8*»% Reft Deb 9W93,412apa
Da 10% Reft Deb 93W4 ?pa
Middle WTt 9% Reft Prt 4cta

Bank 10*i% Seta Una La 93/M
S
^SJ

,

7la% Sub Una LaJG/M 3JBp9
JuQfli UvktOno Bond Rtg. nap No. lara

C1
SS£S OTtarafl 10% tod Prt. to

(a ft J) Oman 7% Prt &48p
£££!*£ Tst4% ttab *pc.

NEC Corp. Y42 _
N8M Cv. On. Reft W. 428p

nw R^«a

671New London Prapa 3*i»«MW DM. B7I

.

“tafiiElt id ^J2ftS^ 2Jff8pc-

D" W4 ^S^Cft5%ta.Prt.t7to

Nexus corp. 7*s% let MW DM WSO

M MW Peb 87782 S276pft

to* M76% Prt. 228760

DaS%R«tfrt-m^
Da 7% una [2. xmm 3to9
Da 9% Una LftMW 48pa
Da 11% Cum. PrtMttp
Nortnem Teteeom 7*ta

Paribas Concerto Tta. 0266% DM 1991

aanjw
pSZo* aia% Prf- ’-rap

Oa 8226% Una Lama.
Oa 02% Una La wWftWPt
Da 13823% um. Lr. 2007 381»pa
SreuMnAOB 7% Cum. Prl 228p

Sffifc*. Sub la W9B 31509

^S^Bew* B»2% Cm. Itoa La 79/94

TOWid Gamer V>2% PW 47to
b£!2«rV% DM 9207 362509SSfi?cua Cv. Red. Pis. Prt A to

9V* Of. U". La U8«aS

Chadlkim 8% CIW. Raft Pit 18M40
Pubtie Sarriee Gift 6Kta.

Quarto toa 2e lS£
S
OMQueans Moat ttwoea «% let mw dm

Cv. Cm. Raft Ml

rth Manta (SsltaW) 4l*% C-ta

lat-Prt 1275P .

' ES’SSSlSl vwnw. 4*7% OM 20W

•ES&jEsSi'** Bo™a*

''itSShSlVl 9% AM. 2to
Kvrtk Saw Group 3»
Lae VOHey WW 28% ***

Da. 35% (FMiy.

Do. 22% (tody. 4%) Prt. 1-4p

Da 4% toft DM Spc.

Da Oeb 91/W

2r RL* Haft Dob 92(9* 4 OSa .

ESito cSra2**%Raft 1*77 I29pa

STStOM W27 1209
Da. 5% tITXL 2209
UletoaU Ca 5% P«-

Lincoln Carp. *%,**£*',2£.
U0C‘

Llrerpool Corp. 3^%1J5pc.
Da 2b% TWft W23 I^Soa
Da 53% Reft 1*25 1276pa

London County Ffwa ft Lola Pitta 3*1%

1st MW Dab 58/80 1-825P9 „ ..._1
1

Oa 8*4% ““WtoBMlMta
Oa Tt*% is* MW Deb 9V95
Oa 7V% 1st MW Dab 92(98 3S75PC.

Extort hw. Il7% Dab 2DM 382939
5a tore 11*«% DM »» 3.17509,^
MEPC W^% lot MW Deb. 2024 137toa-

Manahasur Ship Canal 3>i% Prep- Deb
tTSpc.
Da 4% Psrp. DM 5*- _

Da 4% Para %» “g.
Da 4% para 2nd mg. Dab (RegJ tot
Do. lot 3*2% Parp- Mtg. Dob. (Rwg->

37SP9 ;

MarsMu. Tlmmpwun ft IreirilOd 4U%
Raft Dob T9M 2J2SOC.

. MarttatoL Praps. Raft Cm. PrttSp
; Matstti Gocka ft ItartMur Oa 31»% toft

Jtab 1212509
Tool ftJs^Rad. Dab 94/97 33123P0.

•

Imaopatitan WWar East Lon. 3% Dam
ftron
UdKMVWulM Raft Dab 1983 809
Da 12**% Raft DM 2006 fttaspa

Oa 12**% Raft DM &37Bpa
Oa 9%% Raft DM 493730a
MftSuasex Wetar 3»j% DM 109037609
Da 4% Pwra OM 2pa
Da 5% Pora Dab 2too.
Da 11% Reft OM 2D12(1ft S2PC.

«fu*taaahraw «mr 346% (My. 3»a%|
Pure. Pit 1228p
Oa 029% Reft Prt 1991 3Qto
Oa 7% Red. Prt. 36p
oa 9% Reft Pit 1900 480
Morgan toretiati Gram H**% RiWta
Moundrigh Group 825% Cm. Prt 262Sp
NSW Brunwwidc RaHway Prep. 4% Cam

D
mwAatand 7*t% 1988(n3%pa
wswesstta Upon T>ne Cora 3*r% to*

379)9
Itonnan* Graup 8% pit 2J0
Da 8*i% Cm. UmjLn9WM 427809
North Surrey tare 9% DM 35pa
Da 7**% Rad. OM 91(TO 37Bp9
Da 0fe% Reft OM 4»Bpc.

CMham Cora 4% DM 20a
Palma Gram 220
Oa 36% Cum Prt 1J3p
Peart Om* 8**% Prf. 3129p
P ft O 36% Rad. Prt 6to
Da 82% Cm. Raft Prt. 3«p
Oa 378% Cm. Reft Pit 337to

ZZTJX. Au9t 3% A 38199 1209
Rarteta Htaga 820
09 6% Pit 31p
Rowed Duflryn 4V% Ptl D2312S0
Property Beavtty tov. Tst 8% Pit 4p
Ranks Hurts McDougefl 8% 1st Prt. 31p
Do. 8% A Pit 31p
Da 8% B Prt 31p
Ratnera Group Cm. NV Rod. Prf. 3923p .

3% 198! 12P9
liman 8% tot IJOp

Ranald 8% Prf. 31p
Repubtto New York Cora 32cta

Rldonmnswurth Watar 33% (Fmty. 6%)
Gout. 1.76po*
Db 4% MW DM 07728 Isa 909

2013 Ope.

Da 8% DM 1987/82 «pa
Aland rneuranoa Brotwre Gram 300
AnMogasta (Chha) ft BeL Ru 4% Para
DM 2pc

Ametagaata Ifldgb 6% Prl 1.

Assoc. Ftaheries 4*4% Pit 1.

Db 8% tol. 140
Bsnon Transport 8% PW Prt. (L7p
Beanta (0.1 A Ord. (Rat VJ 34p
SttButoreOm. Cv. Reft Pit 3Q90i4p
Baniax 31p
Birmingham Cora 2*2% 1926 (or Mar)

L26P9
Da 3% 1947 (or sftat) LBpc.
Da 3% (1902) 1082 (or OUST) 1209
Ob 3/3% 1948 (or attad iJBpa
BiacMbum Corp- 3>a% biaurepa
Da 4% COtta. Deb Ind. toe. .

Btoched Hutton Htaga 6>i% Prt. 1228a
Baosuy ft Howkee 6*t% Rad. lot Prf.

unto
Do 7% Pit 346p

Bournenrouth ft District Water 3.8%
Fmty-Sta) Con*. 1.730 ...
Oa 22% (F0tty2%) PrttAp
Oa 12*4% Rttft DM 1883 337509
Ob 10*8% Raft DM 1898 6212509
Boweter tab ana*.
Brannrr 30p
Brant Walker Reft Prt to
Bristol Watarworks 32% (FMy2%) Cam

Pit 1JBp
Oft 38% (Fhto2%) Perp. Prt 12p
Do 02SK Reft DM me 4209
Da 1340% Reft 0M 2000(02 346009
Da 4% Cam DM (mL 2p9
Brit Shea Gera s% inft DM 22m
Buhner (HP.) 8*4% 2nd. CM.«£(k9Ep .

0a 84% CUta Pit 47S0
Bund (Up
Ita 7% Cm. Una. La 98(97 (Mpa

ft Edmonton Ratiwsy 4% Cana
12pa

Cambridge Watar 32% (Frafy. 9%) Com
L7Bp
Db7% Reft Pit 1980 330
Oft 7%% Reft OM 88(90 3873P9-'
Db 8*4% Red. 0*092(97 482S09
Da 10% Rod. Deb. SflM Sp9
Da 13% Reft D*h2D04 82pa
Da 4% Gone. Perp. DM Spa
Canedtan Pootao 4% Pera Com OM 2pft
cantina (W.) 4p
Cepnra Inds. Otv. Cv. Cm. And. Pit 4p
Corba 72% Reft Prt 1900 37to
Chemteal BenWnfl Corp. BBcta.

Coastal Cora *0ctb
Cans VTyeBa 8p

Cobra Vaflay Witar 4% Com OM tint

309
08% Reft OM 63(91 38pa
Da10% Raft Deb 83(98 Spa
Da4%Oeb2pa
DbS% DM3609

.
.

093>2% toft DM 13BP9 J _.
Commaratai unton AseoranoB#% Reft Pit

M/2009 t79p '

ConUneotal Mlerovera30% Cmi. Reft tot

3008 30 . 1
CourtnsvJ’dpa 9% Pit 128p
Oencora 33p
Dewhlm (UJ 02p
Drajeoa Con*. Truel.6% tot tTSp
Do 35% Prt. 1.76p

Ou 38% ML 120 .

Da A N/Vtg. 4230
Rush ftTomkfeH Gram 72% Cnv. Reft Pit

373p
Scottish Moitgags ft Tta 1Jp
Seare 7>z% Prt. 3026p
09 7% APlt 3460
Da 1Z*2% Pit 42730
Sears, Roebuck ft Ca SDCW
Bbnone ft Ca 7lg% Prt 382Bp
beta (JohaHFIata Hoad] 5la% Prt. 12290
8o4db Australian 3% Com. lira. 1818 12pa

South Btaflordehlre Waterworks 49%
(Putty. 7%) A 34909
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Accountant;
Solicitoror
Stockbroker
Preferably qualified, aged 25-35. Required
to join fast growing financial PR/Investor
Relations agency in Birmingham, The position
involves advising public company Chairmen/
Finance Directors/Executives on City affairs

and liaising with Stockbroking analysts,

Institutions and City journalists.

Excellentremunerationpackage synd
'

Apply m first instance, enclosing c.v. to:

IanM Hunter, Director

CIT1GATE COMMUNICATIONS
Fountain Court, Steelhouse Lane,

Birmingham B4 6DR.
Teh 021-233 3050.

LEGAL COLUMN

THE FINANCIAL TIMES
Proposes to publish the Recruitment
and Personnel Services Survey on

Wednesday 28th of June.
For further details contact

Patrick Williams on 01-873 3351

Compensation claimants left in limbo
By Robert Rice

LAST Thursday, an attempt to
amend clause 112 of the compa-
nies bill in a Commons com-
mittee was defeated amid acri-

monious scenes.
Clause 112 was inserted into

the bill by the Government in
an attempt to provide a solu-
tion to the problem faced by
claimants suffering from indus-
trial disease or Injury which
develops after their former
employers have gone into liqui-

dation.
The problem hart been high-

lighted by a decision of the
House of Lords in March In the
case of Bradley v Eagle Star
Insurance where the Law
Lords decided by a majority of
four to one that a woman had
no cause of action against her
former employer's insurers for
injuries which she claimed she
bad received while at work.
Mrs Doris Bradley had

worked in a Bolton cotton min
for various periods between
1933 and 1970 during which
time she had inhaled large
quantities of cotton dust which
she alleged bad resulted in her
contracting the respiratory dis-
ease byssinosis.

In 1384 she brought a claim
against Eagle Star because the
mill had gone out of business
almost ten years before. Eagle
Star had accepted liability and
been paid premiums in respect
of any industrial injuries suf-

fered by Mrs Bradley and her
fellow workers during the

period they were employed by
the mill.

The Law Lords ruled, how.
ever, that on a strict interpre-

tation of the Third Parties Act
1980, she had no right of action

against the insurers. The deci-

sion deprived her of any
rhaww of bringing a claim for

compensation.
In a riiggpntiTig speech* Lord

Templeman said that In his

view tiie dissolution of the mill

company should be irrelevant

to her case.

Once a company
has gone bankrupt
it seems
a claimant has
has no one to sue

As well as the potentially
disastrous consequences of the
ruling for workers suffering
from latent occupational dis-

ease or injury, consumer
organisations warn that it

could affect people who buy
products from companies
which go bankrupt aim who
are subsequently injured by
the product
Once a company has gone

into voluntary liquidation or
been wound up and taken off

the companies register it seems

a claimant has no one to sue.

Section 651 of the 1985 Com-
panies Act allows for re-regis-
tration of a company after it

has been placed in liquidation
and taken off the register. That
has the effect of resurrecting
the company as a legal entity

which is capable of being sued.
Once a writ is issued against
the company in such circum-
stances the responsible insur-
ers will take over the action.

Re-registration, however, has
to be done within two years of
the company's liquidation —
except where it has been
struck off the register because
the registrar has reason to
believe the company has
ceased trading. Here the re-reg-
istration period is 20 years,
though this does not apply in

cases where the company has
been dissolved after liquida-
tion.

The injustice of this for peo-
ple who suffer from industrial
diseases, which in many cases
do not develop for years, is

obvious.
Clause 112 was designed to

remedy this by amending sec-

tion 651 to extend the two-year
period within which a com-
pany can be re-registered to 20
years.

While this represents a wel-

come improvement in the law.
lawyers and consumer organi-

sations say it does not go far

enough
According to Companies

House, the costs of re-register

ing a company can be as much
as £400 - a not inconsiderable
sum on top of the enormous
costs of litigation for claimants
not eligible for legal aid. Fur-
thermore. a company will only
remain re-registered for the
duration of each individual
claim. This means the exercise

has to be repeated if further
cases arise.

But more importantly the
clause is not retrospective, so
claimants whose former com-
panies were dissolved more
than two years before the Com-
panies Bill becomes law will be
left without a remedy.
The amendment to clause

112, tabled by the Labour front
bench spokesman, Mr John
Garrett, would give the claim-

ant a direct, retrospective right

to rffliw against their former
company's insurers in respect
of the policy of insurance in

existence at the time the injury

was caused.
This, its proponents claim,

would solve the problems
attached to re-registration
without imposing any greater

burden on the insurance com-
pany than the liability it

accepted and was paid for at

the time the policy was agreed.
Mr Francis Maude. Minister

for Corporate Affairs, argued
that to amend the clause or

make it retrospective would
place a huge burden on
insurers which would ulti-

mately have to be passed on to

business customers.

He said that Insurers have
been able to discount premi-

ums to companies in the know-
ledge that a certain number of

them would go out of business,

allowing the Insurers to escape

liability.

If the liability of insurers

was continuing, premiums
would have to rise substan-

tially to the point where, in

some businesses where mar-
gins were tight, they might be

Re-registration

has to be done
within two years

of a company’s
liquidation

the critical factor that tipped
the company into liquidation.

Extension of the period for re-

registration was sufficient to
meet the problems of claimants
such as Mrs Bradley.
Whatever the merits of the

respective arguments, there is

little doubt that the re-registra-

tion process has its difficulties.

They are highlighted by the
Upper Clyde Shipbuilders
cases.

Upper Clyde Shipbuilders
employed thousands of ship-

yard workers in the 1960s and
during the seventies inherited

the liabilities of four other
large Clyde shipyards which in
turn had employed many thou-
sands of workers over the
years.

In 1986, the company went
into liquidation. Because of the
number of actual and potential

claimants the unions involved
obtained an order to have the
company re-registered.

An order was granted, but
only on the basis that the
unions guaranteed to meet the
administrative costs of the liq-

uidation. maintain the com-
pany's records and pay for the
processing of any claims.
The General and Municipal

Boilermakers Union in Glas-
gow estimates that it contrib-

utes £3,000 per year on average
to enable its members to claim
against the company and that

it will continue to do so.

If no union was involved,
these costs would either have
to be met in the form of legal

aid or would fall on the indi-

viduals concerned.
Proponents of the clause 112

amendment will try again to

have it adopted at third
reading towards the end of

July.

In the meantime, they have
requested urgent talks with
the Department of Trade and
Industry to see if a more
acceptable solution cannot be
hammered out in time.

EEC TRADE LAWYER

'SE YOUR EXPERIENCE
IN THE EUROPEAN

CAPITAL

ovdl White. Durrant is one df’tfie largest

European law firms; with offices in Brussels,

London, New York and Hong Kong. Our Brussels

office was established in 1972 ana advises clients

on all aspects of EEC law.

We ana currently seeking an EEC Trade Lawyer to

work in the expanding trade law practice of our
Brussels office.

Candidates are likely to be lawyers qualified to

one to three years experience of EEC
trade, -law .

(anti-dumping, origin and drcumver-
tion rules, other safeguard measures, customs'

matters etc.). Experience in other aspects of EEC
law would also be an' advantage.

Written and spoken fluency in English is essential,

and a good command of at least one other Euro-

pean language is desirable:

An attractive salary package commensurate with

experience will be omened.

Please send your application with full CV to:

Nicholas Bromfidd,
Lovell White Durrant,

Avenue Louise 489, Bte. 24,

Brussels .1050,

BRUSSELS • LONDON • NEW YORK • HONG KONG

CORPORATE/BANKING
TO £200,000

Our Client, a major and highly successful international law firm, is enjoying continued
and dramatic growth in the corporate and banking aspects of its City practice. In

response to this, it now seeks senior English qualified lawyers experienced in either

company or banking law.

The firm’s London office advises its US and European clients on mergers and
acquisitions, joint ventures, management buy-outs , venture capital, project finance,

a wide variety of commercial and investment banking matters and the full range of
capital market activities.

The successful candidates will already be partners elsewhere or senior assistants in

either private practice or commerce with substantial relevant experience, who will

relish exposure to stimulating and complex work in a dynamic and thriving environment.

Our Client can offer an outstanding salary package and excellent prospects.

For further information, please contact Alistair Dougall on 01-405 6062 (01-773
3702 evenings and weekends) or write to him at Quarry Dougall Recruitment,
46 Bedford Row, London.WCIN 2BL.

QUARRY DOUGALL

CJARECRUITMENT CONSULTANTS GROUP
3 London Wq 1 1 Buildings. London Wall, London EC2M 5PJ
Tel: Q1-S88 35BBor01-5aS 3576
Telex No, 897374 Fax No. D1 -E56 B501

Excellent career opportunity for irxSvMual keen to buildon compliance
experience, promotion prospects within 2-3 year^.

COMPLIANCEANALYST
CITY £18,000^25,000 + BONUS

LEAraNGWTHWTKWALSEClOTTKHOUSE-Wnfl¥®L^AKJSHH)AlCPO^PROOlKJTIJf^lNCU®SteHXH) INCOMEANDHWTTES

We Smite aooMcafons from candidates, aged mkJ twenties to early thirties, who should kteaJly have had two years’ previous

esuftencsTrTcompliance. Knowledge Of TSA and SEC, AFBD and CFTC rules and regulations are important The selected

PHthtato ac nart nf « smaK team reporting to the Compliance Officer, will be responsible for ensuring that the firm is in compliance

wahalMStomal and external rules and regulations required of toe firm to conduct business. In particular tins will require: monitoring

and reviewina Draorfetarv and customer accounts for toe Fixed Income product; assisting with Equity surveillance; plus reviewing

and ffina afirroee^arv compliance farms. Essential quafities are setf-motivation, toe ability to function independently, excellent

written aryl verbal communication skills as well as bang able to liaise effectively with all levels of employees inducting senior

management. Initial base salary wifl be negotiable in the range E18.000-E25.000 plus bonus, norvcontobutory pension, free He

assurance aid rljpa Abdications in strict confidence, under reference CA22457/ST will be forwarded, unopened, to our client

unless you fist companies to which they should not be sent in a covering letter marked for toe attention of the Security Manager.

CJRA. '

CAMPBELL-JOWtSTON RBMUITIIIBfTADVERTISING LIMITED, 3 LONDON WALL BUILDINGS, LONDON WALL, LONDON EC2M SPJL

Set up a Legal Function
for a

Progressive International Bank
1b £50,000 + car
This exceptional opportunity will appeal

' particularly to a dynamic young Lawyer, late

20’s to mid 30's. seeking substantial

Intellectual challenge and diverse commercial
Involvement. Previous banking experience is

not essential so for some there will be the
added attraction of moving Into the financial

services sector.

A persuasive qualified Lawyer, you will deliver

high quality, cost effective Internal and
external legal services. Wbrklng proactively

at a strategic level with the management
team, you will review existing services,

make recommendations and Implement new
policy.

Banking Benefits
This British bank enjoys an excellent
reputation for innovation and operates in

both commercial and investment sectors in

the UK and internationally. It Is poised for

major initiatives which require an in-house
Legal Manager able to work with some of the
UK's leading Solicitors and set new legal

precedents.

A generalist, rather than a specialist you will

advise on all aspects of the bank's business,

including fund management corporate and
private client lending, property, employment
law and the financial Services Act Vbu will

assess when to use external Solicitors,

negotiate fees and provide quality control.

Generous rewards include car. mortgage subsidy, non-contributory pension and other attractive

banking benefits. A higher salaiy may be considered for more experienced candidates

with highly relevant experience. Positive thinking and decisive, you will waste no time in

contacting Patrick HUI. Director of Aston Zoraster Limited, today on 0734-566123. or writing to

him. with full CV. at Chesham House, 150 Regent Street London W1R 5FA.

INTERNATIONAL SEARCH & SELECTION

Legal Appointments

appear every Monday
For FurtherlnformationContoct

01-873 3000
ElizabethRowan Ext 3456
Wendy Alexander Ext 3526
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FT UNIT TRUST INFORMATION SERVICE For Current Unit Trust Prices on any telephone ring cHrect-0836 4 + five digit code
(listed below). Calls charged at 38p per minute peak and 25p off peak, inc vat
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272 Oct Apr 2569
27 .2 September WSZ
8-5 Jan June 2752
- - 2772
3.4 Nov. May. 2797
313 No* Hay 2819
85 June Dee 5U2

•T
-as - 2483

22.5 Dee Jo) 3066
22-5 Mar. Jut. «68b
Z7.2 Apr
3.4 Jan Apr 3233
nil Jan An* 3151
5B7 Jnn May 3152
19.6 NovMv 3286
215 JDlStpt 3326
27.2 MarSep -
i4 Apr Jot. 3329
223 July 11505
223 Feb July 0384
83 Nov Juo 5S4

PROPERTY

147
223 321
113 11.2!
151 14.41

311 3.1

SSI |6.(

345 15.7!
633 115X
3*0 45.71

- 1-84

3-

8 133 Oct May 3S74
- - - 3611

10133 Oct MOT 3658
1.5133 Apr Dec 3716
3.8 30.1 Mar Seal 3724
15 223 Jot Jeh 3737
13 5.6 Jot Jul 3755
22 5.6 Jot July 3756
3.1 272 Apr No* 3788
23 223 JuJ Sep. 3903
- - - 5075

5.917.4 Dec Jan 3965

ij
3“ "*>“E

5.1 3.4 May Dec (322
j

4.1 83 No* Jua C62
5.1 13.2 Apr Oct U86
91 19 6 Jor July 5184

4-

5 5 6 JOT. July 4204
6.2 3-4 Jot May (260 ,

- 163 Feb At* (306:
53133 Oct May (331
41 63 Jot June 1339
li 17.4 Oct Ma, (784

I 63 July 4510
- - 3485

1J - Oct May 4993
42 5.6 Mar. July 4562
4Ji16l1 Feb.0ct.HS70

3« 10.6
2231 11.0
252 16J
U 64.78

201 8.0
340 13.0
215 86
a* 3.7

191 132
2*6 5.5
245 75
91 4.0

209 2.0
14! 43
103 30
183 78
245 53
253 9 5
217 8.0

21! 7.0
71 3.7

185 bJ
61)9 lib
10* lg35

126 7.0

356 1109
121 *4.65
451 012%

TOBACCOS

Oct. Apr. 1558
Jan. July 1686
Ft*. Sept. 1781
Jas June 1790

May Do. Pi7
Jan Jul 2250

Aug Jen H3M
Feb Sew. 2381
Mu*Jul 2406
Jap. July 2625

i

Oct. Jul. 2660 i

NPi Apr 2801
Apr . Oct 2B84 l

Jan Aug 2958
May Oct 2980
Nov . May 3035

Job- Feb 3114

July D« 3125
Jan. Jaly 3147

Jan June 3168
S 3227

Jan. June 3236
May Nov 3260
Jan July 3590
Jan. July 1603

Jan July 278b
July Feb 3820
Mar. Oct. 3950
Rev. May (030
Jan July (041
January (121

ATMs <J yvA 20.ll 4.2J 3.4 1 June He
a . 12lipc. Lx. TD/0B.3£Uty UMyiLaa^f June De
0tb»Msl2iiiS^aI S» liSTobBill Jot Sep

TRUSTS, FINANCE, LAND

20. lj
4.21 3.4 June Nov 1717

Bt.VliaZ5.4 June Dec 1716
liJTm&Ul Jan 5qA 0863

C*.£» Stock
14J tli &Mlf Gdtod50p.
7 00 Do. PrtSb v
62.8 BiA Her Ire 12';u,
26.6 Do. Cap 12 1,p l
1 81 Da Warrants 12i*n

,
29.6 De SuwdPrf 126# *
55.2 River Plate Ivc.-. v
UlDaCap y
1.21 Do WjnMlflS y
17J Do Zero Dlv Pi

4M27 Robert) (8rJ FI10
*

' Do. SubSi's Fll...

IJUttoXlBWNVFllO

,
DaStib.SltiFI.i_.

L6*5j Rareou NV FI.10...
74.9 5L AlrtrwTsL.... t

4.9b 5t Oartf star Tamey
517 Do. Cap. ,1W SPLIT Inc. lOg. *
34.0 SPUT Cap lQp . y
!9.b SPRAIT 50p y
43t Do. Warrants. J
21.C Do. Cum Pig Pret...y

256 6 Scot. Am. Im U
17.4 Scot. Cities ’A’ ri

350 Ear. Inv a
397.8 Scottish 1w f
15.8 Do. Warrants y
22.3 Scot 8 Mere "A" 5p.. y

458.1 Scot Men. 6 Tit. f
152.5 Scot National III ke<
31.9 Do Cap. |
34.0 Do Slipped Prf.... |
68J Do Zero Plv Prf.... v
1 60 Dp Warrants.
179 7 SeftAlliam Ta...(
190 1 SuU MutxllvrSGp y
197.C Securities Tst San...
25 0 Select. AueulO«..|
18.7 Do Eq Ind Lnserl...y
22-5 Do. Eq lad LA tell y
38.2 Shirts In*. 50p.....
281 Do. llpeCnv. Ln.. y
57.8 SnnHo'CmlMTa..^

102.2 Sphere In*. TN y

I ""I & tKl
1
3‘l"ll!?*l

l

i£

Investment Trusts
15.4jMtmllev0mu.Ta- 103j -j -j -
1.59 Do. Wants. y 53 - - -
259 Atom In*. Ta v 81 - - -

535.2 All lanceTmt f 1*62 31.C 3.1 133 OetApr.
4.90 Alva In*. Tst y 28t t2J, 1 17.4 DwMar
3.67 Ambrose In*. lOT_y 51 13.41 34.‘ 22J Dec. Ju&
21.1 Do. Cap y 6M - - -

130.7 American Trust S 157

h

3.9 31 3.4 Oct May

j
l
o
6g^JV'"j a

- - 3.4
1 4.1 2.0133 SeWApr
(114.55 82 19Ji Aog. Feb.

. „ .
lie Qilc 4i 501 Dec-June -

16.7 AaorallatovTaSOpyj 98 2.7 3.7 2811 JOT Aug 1702
52.5 Ball Hr Gift. Jap_.p 51( - • 1087 Dectntar 1727
14.6 JailHe GUI. Sit Nlftl 91 - -213 April 1729
9.91 BaJllle GHIort Tot y 9* - - 5 87 - 1731

- lanWok Fund. £361. - - -

141.7 SOTfcen* In*. ( 91b n2.2 3.2 17.4 MyAgBin 1746
9.62 Berry StaiOToL-v US 4.0 2.4 8-5 Oct Jot «18
2.47 BertrOTBlm. Tst. v 71 t22 3.E 83 NoyJm 1817
3005 British Aarti ( 78b F3.25 55 85 OTJyOcJM 1898
633 Do. 6pcC»la."95..y £151 b 06% 4 C 272 Mar Sept 1099

- Do. H. 2005 y 189 4.Q--
63-2 8m. Emp. Srn. lftjy «7b 10.66 1.1 85 Jure Dec 1907

374 .4 BrIL Invest-. _y 6M 20.0 4.4 225 Jan July 1913
96.6 Brunner tnv 151 13J 2_£ 272 July Apr 1987
69.0 COFC Trust 10p....3 61 U 2-12801 Jamary 2087

29.0 )i.6byiCil>ii»aig lj E96b Q6b% 6.7 273 Mar Sept 2088
9.61 STEuBiWtaTAlOpj 41 - - - -1115

15.9 Stratton In*. Tst-
. V

39.4 rfl Australia Tisot*
170.2 (BDljol Lota* Wd |
555 n> Pacific lurTst5p0

151.6 TRPrap. In* Tst. p

79 7 Do. ZauPI y
274.4 TR Trasue Con*. . .6
1405 Tanpte Bar. 0
22.6 Do6pcCmr.Ln2002.y
73 4 ThouHi BaalTstlat y
12.9 Do Cap lp *

243.5 nnOTurlooTa.5p8
13.1 Do. Wants 5p y

;
22.5 nraliSM Tst50p..y
1.74 Do WarTOTtS...
13.C Tor. ImesL lac. w
17.1 Do. Cap. y

112.1 Tribune I*vec ..... y
19.aTrlsieyest Inc. 50p_. y

ilU.—J
Tsl M
i 10p.fi
sv.pt...a
rtUelOpy
n»Tsi5*y

MS....y
:12»,p.y
*. -V

rid List BWSOTds
Gr's id Paid line

8 8 85 feUkfcJd 3834

JS33
9.0 22.5 ealaipjej 3828

tj.3» 3 4 I Apr. On
9.«19.6 Jbm

2 7 30J May
2.7 2bJ April

1.6 2-12 May
I.6 2-12 April

3.1 133 Do- April

II.0 272 Da. Mar.

M.7 ELS Dec June

8.7 85 May No* -

35 22.5 JlAuJbOR J945
5.4 8 5 May Dec. 3947
24 133 Oct May 39(8

2.7 5.6 Feb July 3953
- - - 50QJ

5.9 5.6 Jon Jul 3955
2.1 B5 July Dec 5004
B.E 225 JOT July 3961

33 272 Apr OcL J974
03 3.4 May 3976
4.9 225 Jul Dec 3977
0.7 - 5085

- 1D.4 - (803
- 10.4 - 5065

85 5.6 toJfLSnti (014
9.C 27.2 &W& (012
It 83 Jot Aliy (0(0
32 8.5 OcL Jon. 1278

- - - 5070
0.7 2802 January (127
05 56 July (128
40 22.5 Jan. Jab (269
4.6 17.4 luOTM* (271
OJ 133 April 4481
27 19.6 JanJuly C82
2.1 - - (282
7 2 22.5 Decernner 4989
- - - (988

2.2 28 12 FebSOTt (285
4.6 27.2 Sen Mar (191
6.1 30.1 February (190
8.0 27.2 No. Apr. 4219

- - (218
4.1 133 AprAvg (221

L9 133 April 1005

8.127.2 MaTnov 4257
0.4 3 10 November 1256
2.4 212 Apr. Aug. 4302
- 17.4 0o_ Apr. (3U
- - - (310

22 3.4 May Oct. (365
3.6 5.6 JanJuly 43R6
6.0 225 - 5006
22 712 Sept Mar 4390

- - - 4460
2.4195 Jan July 4493
35 55 Jan. July 4526

- - - 4527
12.2 222 Dec Sept. 4555

Stock

VftanMuSA.

Pronlei Cons 5a. (

Sanger Oil[

loyal DiKdi FI 5. .

Sandpiper Oil

(Somes ASO 25c _

’Scepirrftrr,.

Shell Trans. Reg... c

Do. 7peP1. U ,
Sllkolw.

.
. \

OoidOTtsiRn 4Cpi
Sovereign Oil t
TREnerjv lDp—

. >

TcucoBkCkv
roiai-CieFr Pet B..
rr/ion Europe 5o.. f

rTuskirllalrSp. y
ihranar «
MWoodstdeA50c. ..

Price tN» V*W Last DMdeudi Sty-

Net Grit id ftoM Ita

£2tlti SfnXK 32 223 -
9b - - - - 3647

116 - - - »59
99 - - - - 3711

354 - - - - 3770

£39% Ql«2% 5 0 12.5 May Sept 3672

13b - -

177 uQlB-Zz 5110.4 OclkUy J9U
^ ,

409 17 C 5513.3 Nov. May WQ3
71 4.9% 9 2 7311 Feb. Aug 4005

435 12 0 3 7 3 4 JanUaj «21
8s *- - b 85 - Wbb
154 - - - - (067

15 - - - *275

UMb 08% 7.4 17 4 Jun.OtL «2Q1

£45 b 030% 6.0 16 b Jon*

18Z - - - - «I3
75b - - - - UN

310b 73 3.2 133 JunOd. (340

Price Oh VMllOTl Sl.idendt fcU>-

Stssk fw Grt *8 PBW Hme
•Aver HItarnSMI. 45«S3K *J 9J Apr N« U7K
epmjBucKUMW 7S Q10d3-3ll33 - C72b

Far JnrUr vh indiutruls
,

AalavsUMng. 10e 7U 05c 1 7U7 4 Dec At» bZ72
etalinjSMl. ... lBffl 067c ll.U 5*1 Dec July pfrW
nnqtitaJSMl,... 12S Q70c L*.S12 ISlSeptemDerUWO
anjmw 15b 90fd -I -4b 011 - » -

OVERSEAS TRADERS

May
Nov. May
July Dec
Jot July
DcLApr
Jim Nor.

May Dec

May Dec
Feb Aug
Feb. Apr
Aug. Mar
Mar Nov
Oct May

June. Nor.

Miscellaneous
lO.OjAnglesfy Uinu^.yj 138j
1.46|Do Warrants y 71

-jtngio-Dominwn.... 19

160 BBond mil. Cold .... 483
43.0iBu1le Mining 10p. v 43

HVCalbr Res tiru 35 'j

7.I6KOTS Mnrtn IDc.... J li 030c 6
jyDRXInc 32

20.9K£or>er tnt.lrlOn . .* 25
lS.OEurcpa Mmmis Is. y U3 bl 0 1
47 wftiplaura L/V 5p } 47
16 SCccvur y BS
21 SErmwichRes .. 8 M

687 WHemlB Gold Mines £7'. $Q20c 1

B71.4jftaanulrrjiiilBcSL- Cfljl Q20c 1

22.6feKenmaie y 49b
-MMcnnlrv Red Late .

22'.- n-
-wiHwSabuuRnCSl. 25

43 lfforthgaie CS1 342 s-
-WNnr-aueitRes 2e

CBSOMTZIOO a 500c 15 0 4

447 Mtift 4bK 95-00- y £257b Q9»:% 3
-fyinoftn Res inc|.. s

14.4tf-l'ixv*g utwr lDp .. 208} L6JI4

6.U11.1 Aug.frt.

£7VSQ203 1 4)12.6 Dec JOT
Ujll Q2o3 L4ll85 FajpntgNi

4 oi 3.4 Jan. Job
3 7 22 5 JanJuly

PLANTATIONS
""-I &M D,

ssrfi£-
THIRD MARKET

17 6 AngheCaa Plants... u
15.0 Bertam lOp
3243 Qae. PtanuMSO 5...

4201 HMeWi Pi. MSI
163 2 Highlands M50c.„.

Rubbers, Palm Oil

luKMgs.Sp
eEnns tor. lOp-gf

96 *UO 2C - - 1618
75 1 2 2.1 1.8 Augmi 1816
69 tO 17c 5.9 133 Apr Not 2217
54 s015c 72 17 4 Aug Jot »39
54 QlOc 4 517 4 MayOcL 2893

4271mlull Xecunc 4151 . i lOllifllJid 4.2)27.21 AprOct ultN I

0 9| 2 3] 85 I Dec Jot LJ154

13) 2.S18 7I August l38b8

Teas
12jjA8amDoanU....| Z22Sj lLOj 1.^341 April I

69%a«rwGrp. £L_... £27U 45 oj 13 153 October
1

7.4?fii»an20p I 16» 73 S 2« 5.6 JanJuly .

233IWI IHasson £1 1 1S2S 20.01 2.M 5.6 I Jul. Jot. I

MINES

Central Rand

JM.Avg.
27J21 Oct Mar

MOTORS,AIRCRAFTTRADES

Jfesmi I

jj 85 |lb,JHSpDbb7B3 3.4 I May Not 13019

Mner
Commercial Vehicles

tftBBrri Ms
Components

435] 3.d 0.9jl63 SqxFefa bSQl
24* 6.0 3J 5.6 JnJuly 1538
163 N4.C 33 3.4 May Not. 1652
90 (4-25 (26.5 Od Feb 1996

198 L5.1 3.4 3.4 Hay 1436
283 17.( 3J 28J2 Marta 2371
247 534 3.Q 83 Dec July 2627
101 2.4 3 C 3 4 NavUay 3113
692 121.0 4J 3.4 Jot Jot 3232
55 gl_2i 2.9) 4.7 Augnst M075

Garages and Distrlfantnis

Ull 3.4jl6J March
(U 52 133 OetApr
L7J 5.7 -

12-85 2.7 30.1 FebAug
5.2 41 133 Sep Apr
5.C 5J 17.4 Nov.Mv
u7X 51 -
10.0 5.C 34 OdApr
S3 4.0 53 July
3.1 3.9 5.6 Jaa. July
2.0 3.0 223 JntyNa*

1635 5.7 83 Jot. July
4.C 4.C 3.4 May Not
14.0 53 133 SepApry
1536 33133 SqiAprll
*5.76 1J 17.4 MayOct

9.( 5.7 83 Nov July
5lC 3.717.4 NovJan

L2.1 3.2 -
1.4 5J 19.6 JanJuly

OIL! 3.4 272 Sept Mar
al&ffl 3.9 3.4 July Dec

NEWSPAPERS, PUBLISHERS
|

9.61 ETEwobgtatoHp 41
O.BI Da. WrmlOp y 2C

34L7 Catatonia tors. 5p.( 362 97.0
56.lCamelfUlnvs.i3p- £21 V 20.0
135 Dr/W HartblOp-.-V 31
0.02 to.Wanams. 4
14.9 3ilca&EOTtot50c, 73
1.05 Do.WarrauU.— y 31
10.2 :ixr 1 com. Inc... y 43 6.44
475 Do.Cap.lLU. y 1355
171 2iy id Oxford 1ac3py 55 u3.9
8.88 Do.ZaoDiyPI5p._v 50\
133 3|dudiielm.5&-i 91 F2.9
29.9 bB.Vtou*TflTUfti 291 D35
LB6 Do, lOOWanaOv-t 2SC
2.00 Du. 120 WarraMS- v 2flE

12021 JanAog
ITl Apr Oct

3.9 93 223 Jm
FZ9 3.9 B3 June Jot
03S 03 133 April

td. Nempapen-

PAPER,PRINTING,
ADVERTISING

Do. 120 WOTaML. y 2SE
OTtl Autos Tsl75p.y 149 OJ
Do. WarraKs-.- y 84
toaUnonal A lad. y *48 50
taoultacJ. y as 16.
Do (Capl2p. y 41

OTtrTlLlK. y 174 UJ
Do Cap. 10p y lit
(ftWimts y 85

112-aDnryton Fa-East, d
5.'a_Dn.tao*l|-8MLJ
54jjpundee 6 Lnadou. H
U.mFMDrag»TnBt_g
550J2pWurahlu*.— I

11.1

9'1C imilMchOTS^L'
1

62.2 jig. A Into). T«_.(
321 Do WatTOTts.— y

101.7 Eng. i SoW. to*._ y
5.01 EngftaltollarPM.i
4.46 )0. Dfd™— y
241X Eiaigfljma y
2.9C EusfOT TrunB *
9.96 inmijCpiwvlCLy

3.9( ixmoorDwl tot - y
8.03 Do. InclOOp y
5.0* Do . Zero Ca PI y

9i
191.1 ? *CPadfletav.T.j
75J : &C Smalls Cos.-

p

7.« rashtoo&GOT y
938 : lryt Qnrf. AMs.-

1

saw

DeS'dbr

4 27.2 OetApr
j?23 June Dec

Finance, Land.
Pita Mr

Rd
A.C. Holdings 5p...y 73 60^3
AWngwtb lOp—v 3*1 13!
Artiea Hume y 55 to243
tmatamaud F. busy 19b
Isoc-HmrfguaSp-y 97 25
AtUMicSecL. v 95 -

Authority In. 20p.y 2Z3 16 C

pBWDSeo. 10p- v 102 23
Baltic bo. y 172 3.36
Do TpcCnr fed Prf... 13OT 7%
UUa HUfDKIOO.. £5811 08%
icrirhyemat&CA-i 195 Q13<
Biotedi. Iws 2ctv..y 91 1.0c

fomntr.. y 91 ta0.11
Britannia Anour...* U1 5i
Dc.9pcC*95-2D00.y £12*b 09%
BritSContnlDg-.c l*fi 9.25

Dft4 75pcCnrFif_.y 5bd 4.75
Do.7bPcOr.2O00..! £693071,%
bvnHUdaw 10p.y lffl M.1
ZindoKTlnv y 29M 643
Miea»TrmtlOp.y 7W 1_5

IQjpo«toiudA5ftL_ 23} n05c

4.0aDartfln Den HI.— 174*
35.4futRandPrp.Rl.. 213#
24^Egoll Cons. R030... 11#
181 WaaNont’o Lit. R2. £291.
132Stov6Jn5IBU12... 18
234<Wes Rand Rl 55

- 1286
- a Bl
(20 6 Apr Oct

9.5 161 MarSeot
- 93 March
-112.87 Aug. Feb.

Srt id Paid Doe
13 3.4 Mav 1492

03 3.10 Novonber 1512

( 5.9 October 1541
288 1577

3.4 223 June 5316

MayOct- 1739
Jul Jot. 1738

>175

January 19(2
MayOct 1960
JntyJaa 1959
JanJuly 1900
JanJoly 1904
Jot July 1905
Aug Feb 918
MayOct 2052

Eastern Rand
Mb 045d22.8|l9.9 Jot Nov 1928
256 0120c 10.7)22.5 Jm Z396
950 10310c 7 bj 12.12 Aug Jan
220 Q115c 11-3 14.11 Dec June Z39S
70 Q70c 223 1212 Aug. Feb. 2779

695 0270c 9319 9 Jus Nov. 3092

54 Q50e Z3.7]19.9 Jm Not. 3157
43 -lira

Q60c 29.7 132 Mar. SepLl -
lQ30c (20.6 Amst
0315c B.2 19 9 JotNov, K522

A ^ffBO - I
-

Car. la Stock
2.B5 ASB Barnet! 2p y
2.42 (<Benjo> Lvrm IQs v
2 la&ndanunficvlOp .y
1 95 Awociaitd Farmers.
14.1 BuBiun HldgL lp y
17 2 Bn*nvum Cm. 5c. y
7.21 Brauuu Cocimo ,_y
2.4 1 Buraia ErploratlDn. 1

l 30 Caldwli Inv. lOp.y
3 39 Catoen On 10p ... y
24P Cflrfea AnKani5c.. *
237 ChrmEi Inti

1 87 Croon EitgiasSp-y
2.64 Cupid 10b y
232 Dana Eapl V

- EdmcorplrhurrSp. r

7.49 EdlBOurgh Hip 2s y
6 22 :gliaoaUBla.lr5()sy
1 77 Do Wrrnu - V
13.0 Far East te lOp. y
0.90 Friulm Uln.lrOJO.y

- tamoceil lp y
2 63 Hiicfarr5p y
17.4 Hmarts It Group 5p

. y
5.49 Haiti* Smwty 5Of

.

2.43 HI torsi & Dau 5a y
7.67 iremij West y
1.88 Kells Mins. H5g....y
2.D4 Kemp IP E )5p....y
2 BO Krorrugrapnlc lp .y
4S8LGWSP y
48 0 Leading lesive5p...y

6 33 Lyiu Group bp V
109 7 M L Laps. Ip— y
37 0 Medtore 1 Op y
130 Moray Firth lp y
9.84 Norton Groop 50.. .0
1 83 (Koca Gold IR 2p...y

3.38 Petmaot Grp. 2o ...y

2.62 bonine Optical 2bay
15 8 Poddingtnobp v
Zb&kmumtiBUf Sp. .y
12 .(Moral Someign lOp.y

1 ?36cmi Plcitoni lOp-.y
10 7Beacnn Mldos. . ...»

For Sonic Tv

Mr rw Urt (HvMcats
Net Grit rd P>U

1 C 1.5 85 July

^ U972
1363
166

1993
111

113

2.^ id 19.6 1 August ^79

tldgs. 5p._. y
edSuMoslpi

Far West Sand

SRnfii:?

J 2 i

67. C TedgrilogJapOTfc..

6J2 Do. Warrants

—

1

106.: FkMitalOT-
30.1 3o.7pc.Cy.U.*99.

346J FhrtmFarEastond 22
15-4 ^lemHgFWgrilag-yj M
275 FTanl^ Wgbtocfnra lit

156 Jo. Wrm £ 3:

256-1 FlemfaQftwrTrui j 19.

764 Taring Tecs, toy—
j

1*
122.7 Fleming UnhmsM.] Itt
759.* Foreign & Col— j 1441
2.01 Fntawn toe _..y 6!

2.09 Do. Cot 2bpL._y t
4.39 Paid Invest lie. y W
413 Do . Cap y 651

97.6 iT Japan y 31
33. 1 lartnxvc American-y I*9i
15.1 tortmereEivcceaL.y 3T
0.91 Do. Warraets Iff

385 iataaeW.AF.Ta_Y 51

3.01 Do. Warranto.

v

26.4 amorVitotetto_Y S
424 ien .Cobs. I.T. lot., y 111

21J Jo. COT. __y 11
263 tor. Stepped Prf— y 971,

1

17.4 NovM*
19.6 JanJuly
19.6 Jaa Jab
223 Juae
133 Apr Oct
1740 December
237 April

83 May Not.

214fcesmaaaW1.50p_d 13 14 85 July
15.«Glasgoulne.Tst-..fl 53 aF2.75 b.9 85 Feb May

952.lElobe to*... 3 179 4.91 3.7 225 Jot July
137.KOTCttAtlantic—_ 1M 345 25 5.6 JanJuly
336.§SveU0ricataito*_H 375 15 05 85 Jafy Ok
257iWttStrtgcl0p.H 269 4J 21 85 June Jot
12!£. RintooJ I.T. S(L.M 244 1.0 05 27.2
U®o.StepprtCOTW d 111 8.25 9JZ2.5 DtcJm

t2 9? u 13 2 April
16.C U 1140 Dec Aug
0.7 35 30.1 Marth
025 05 15.7 September

JffiSfczI 7!

TVentm tor50p_y 94 L
Do.WmKL y 22
fGn DritsUI 3040. 547b Q5(
SrettAo.Eadear_y ltf 01M 1

Cy *1
UrreyA T. 20p— y 42! 112.
Him ParSSI lUb hObJI
HetariOVAdaGp-y 77B* 30.
1anUngGB&at._o 271 *16.
Fl£0._ y 31 (4.

2S5Bkof sg^-
nvewnentCo.— ..* 3«c 0.

vary& SifflC04p.y 151 5 7
Kaktal K5h 91 01DC
Ll.T.HIdgs. f 131 a73
jAa& AVI ImlOp-.y 33 0.
RsadMFsriaillBg.

I Ul 72
Loo. Merchant.... y 111 3.
Do. DeM— y IK
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0.47 Do. Wafrants.—« 3i

96.9 bOand Trust lp_.j 4!

UUl Slam Fd. Red. Prf_. £121
1724 angerAFriedlaBer! 7
31.7 toiith New Court.. , 1*
36.0 Do. ClW PH 50e....y B
6-79 Stntaocm Grp 20p. IB
11.6 Sunil iDOo y 17‘

422.C InoNUaSOtbSlLOly TX
60.C Thai Etoo Fd. Ptg... Ml
37.9 iTranooodSp f 421
13C Jo.Wrmto | 11

5943t*«UII Hldgs 0 Iff
28 7W1TC Group ..j Iff
O83fca.(J0Kto6w»B: «

mm
35 132 NavApr Z846
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54 3.4 May Nov 3268
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Australians
PAcom Securities20c| 9t *-
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9ACM50C 82 07c
9ACM Gold— 1M
Vftgaartus Eipbi Nl—. 5
Artoyne 50e 1*
•Asia Oil & Hlorah 2
PAaOAX Res 2Sc..„ J
PAosUallsMIitag N.l_ 2
(Aztec Eapln 27 ZQlc
aifp Goldmines25c_ 22
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P Bond Gwpn. 50c. 54 1014c 134
PBougOntlltel Kina. B7 054% 41.4
PBrunswki; SI 6
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L12 jBW»r>Wiirrfrm2b».T 9
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Stock Evdtange dealing ctonlfIcatloas arc Indicated to Uw right

of security names: a Alpha.* Bela, y Gamma.
Unless otherwise hidlealed. prices and net dividends arc In oeocc
and denominations arc 2So. Yields arc based on middle pries, are
gross, adiusted to ACT of 25 per cent and allow for value of
declared distribution and rights.

* “Tap Stock*
1

t Interim since increased or resumed
* Interim since reduced, passed or deferred

ri Tax-free to non-resWaits on appUutton
V Not officially UK listed,- dealing permitted tender rule

535<4Xa>
* USM; not listed no Slock Exchange and company not

subjected to same degree of regulation as listed securities.

f
Not officially listed.
Price ai time of suspension

1 Indicated dividend after pending scrip and/or rights issue.

Merger bid or reorganisation In progress

* Not comparable

* Same Interim; redneed final and/or reduced earnings
Indicated

9 Forecast dividend.

7 Cover allows for conversion of shares not now ranking for
dividends or ranking only for restricted dividend.

* Cover does not allow for shares which may aha rank for
dividend at a future date.

L
NO par value

Fr. Belgian Francs. Fr. French Francs 59 Yield based on
assumption Treasury Bill Rate stays unchanged until maturity of
Stock, a Annualised dividend, b Figures based on prospectus or
other offer estimate, c Cents, d Dividend rate paid or payable on
part ol capital, c Redemption yield, f Flat yield. • Assumed
dividend and yield. A Assumed dividend and yield after scrip Issue.

j Payment from capital sources, k Kenya, m Interim higher than
previous total, n Rights Issue pending 1 Dividend and yield exclude
a special payment, t Indicated dividend. Forecast, or estimated
annualised dividend rale. 1 Subject to local tax , Dividend and
yield based on merger terms, z Dividend and yield Include a
special payment. A Net dividend and yield. B Preference dividend
passed or deferred. C Canadian. E Minimum tender price. F
Dividend and yield based on prospectus or other official estimates

prospectus or other official estimates for 1987-88. L Estimated
annualised dividend. M Dividend and yield based on pnapocuii or

J67 other offfclal estimates for 1968. N Dividend and, ield based 00
too prospectus 0* other official estimates for 1989-90. P Figures
415 based on prospectus or other official estimates for 1987. 8 Gross.- R Forecast armuallsrd dividend. TFlgures assumed. W Pro forma

7 figures. Z Dividend total to date.
/lb Abbreviations; m ex dividend; ts ex scrip Issue; tr ex rights; a ex
717 ail; tf ex capital distribution.

j REGIONAL & IRISH STOCKSM The following ts a selection of Regional and Irish stocks, the
tatter being Quoted In Irish currency.

743 Alban, In* 20o..„ yl 9Sf -1

454 Craig & Row EL. y) 723.—M Craig & Korea., yl 723.—..! Arnetts. 1 4251—

I

SSuSfisftlS 13x9-231 Carrel <P.J.) yl 145d 1

n IRISH Helton Hldgs
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7l| 1

17 Cap 8b% la. 1991—I C9d__»
J
^

J
lb 9pcCapU> 1996..] E9BH..—.I United Drug 1 13« 1

- Fla. L3% 97/02... I Ql« I

TRADITIONAL OPTIONS
3-month call rates
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Kemral Pacific .... 47
Kreeas UlalM N.L. 5
WtHaGoidSt— 19
ffDominton Mining. 67
Wrogon Res. 25c_. 6
lEagie Coro JOc.,.., 2j
ffEaanwtaic. U
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NlIKalgoorltoSc. fl
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B35 tornado*. v 198 ZJ Lf 13.2 No*. May
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iai Raton ha TsL.... y 77* U4 23 19.6 Jeff
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7.66 SwlUmtuieSf-l 10S 4638 8.9 3.4 MayAuft
10.1 Do. CaplOp y 27 . - -
0.9ODO. Warrants 10p. Ui - -

ttiOj 2.4 3.4 May Not

bij B.W19.&I Jan July

F6,d8^3.4 -

9J ll22J No* July

39.7tlfUKi2«» U..ym£ton> i

nuiL l
IBOdEramrfte oil a
189.8(00. lot* pc 2013. .y
_ -jfEwrgreenRes. 1...

134.1 u. Co. I iwliht lc l

toOli Exxcl
29.1 ifaMMH U), JOt-y

- yfalraouti PeL..__
5.03 (FlrstlaodDIIUg...

spSgaBwioaj
7J7 aorricBeK<n«_ .y

- fGtotsal Nat lies

1364 Loal Pet 5*. s
2S.86LWaiHiRes.A|_,

- ySoHstreamResi
50 6 HamlltooOII Coro.
834 HUghlaad Pankpts f

47.5 Hunting PJ. .

c

707.1 Do. lOpeCM.L*. ’97.

- PintlPaDpft
15.6 KCA Drilling lp...y

159.7 Keh Energy I0g._ C
25.2 Dn.6*cCr. Prl 5
aj9WnpaeDfl&Gas5Cgr

- 0LeaiardOll5Oc„-
I U15< LASMO.- 0
1 10.1 Do. '1)ps'' Up . . I

I
39.1 De.9V»0n£PfQV
4.67 Hysandir Pet Sp v
14.8 Marinex lOp .T..y

- yUerldlOT Oil NV_.
834 (Mld&SwL ltos..y

67Ji Misunett 011 5c. .2

138 New Londoo 5p. .
. y

.. -WZCBA6ONZS050
J«1 Norsk Hydro Kr20...
30.3 ftoihSaCen p
lAbi Occidental Pet. 20c.

-yOhioBo.

.
- (Pan Pacific Pet-

U.3VCU0CH 12%p._yl

143 1.0 0.9 17.4 MayOct Z170

£261. 040c l.c 25J JanJuly 2173

jB - - - t830

161, - - - - 1310

27 - 4 85 - 2426

ewL un*l 123 5.4 No* May 2(46

s§ U 0 2i 133 Not May 24ffi

£944 Q1M% 113 85 December >051

5(5 - - - - 2516

£231, QS23C 4.9 105 Br

J

iSbiDk gl
12tj - - - “ B01
Ub - - - - -

LO L317.4 May 2714

5.0 6J 30J FebJuly 2742

QlOc OJ 12.6 AgJifcJM 313
3.0 1.7 225 August 2892

*95 5517.4 July Dec 29*4

Q10% 95Z25 JanJuly 290

'
- 9-is - POT

. - 4'66 - 2211

6% 95 27.2 - 5069

mi- rat 1.117.4 May Dec 3091
» —

8 5 Z.4 8.5 Ju« Nov. 3LB9

21 U 20 2 3.4 MM Oct 31M
9A3% 12.1 19.6 July Jan 3158

I - - - 3289
- - - 3347

- - - - 3032

Qinu 22 27 4 June 3514

1.S34IM OaJua 3529

Q525ffl 8.4 20.6 JAJO

510 MrJyOelt

BAT
BOCGrp .

BSR
BTR
Bardot. —

,

8eeeham..—
Blue Circle.

Boots ..........

BoMters
8rh Aerospace
anus-* Steel

Brh. Fetocom
Burton Ord. ...

radfium
014/10- Cons.

Comm Union
Counautos. —
FKI Babeoek.

FNFC
Gen Actidem. .._

G£C
Glaxo
Grand Met
GUS to'

Guardian

GKN
Hanson ............

Hanker Sidd

ICI :

Jaguar . ..

lOTbrokt
Legal & Gen
In Sendee.

Uoyds Bank
Lvcat Inds

Marc & Spencer
Midland BT...,

Morgan Grenfell

Nat West Bt
P AO Did
Ples.se,

Polly Peck

Racal£lea_.
RUM
Rank Otg Ord

Reed total

STC
Sean
IT

TSB
Teseo

Thom EMI
Trart Homes..—
TMI —
Unilew
Vldretv

Wellcome

Property
Brit Land
Land Securities...

MEPC.
Randswn*...,

Oils

Brit Petroleum

Burtaah Oil

Caw
Charterkjl I

Premier.
Saril

Ultrarav

Mines
Cons Gold

LehwIw
BT2_._

479 T{*to mreiB* li ayallaUe to even Company dealt In ua Stock
486 Eatooge* thnnigkout the United Kingdom for a fee ol £985 per

anmwi far each security.
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CURRENCIES AND MONEY REVIEW

Britain faces another Armada
BRITAIN’S RELATIONS with
Spain have shown a marked
improvement since the days
when Sir Francis Drake
repelled the Armada, but one
cannot help but wonder
whether all has been forgiven

and forgotten.

As Mrs Margaret Thatcher,
the UK Prime Minister, pre-
pares to join the European
Community summit in Madrid
she may be tempted to see her-

self in the role of Queen Eliza-

beth I and Mr Felipe Gonzalez,

Spanish Prime Minister, as a
king of similar forename.

Their views on how Europe
should develop are not as far

apart as their predecessors but
it can hardly be said that there
is much common ground on
the subject of economic and
monetary union, in his tetter

formally inviting the other II

heads of government to the EC
summit, starting today, Mr
Gonzalez told fellow European
Community leaders they have
to adopt a decision now on eco-

nomic monetary union.
The summit will consider a

three-stage plan for this, drawn
up by the Delore Committee.

Britain is expected to accept

only the Bret phase, commiting
sterling to join the ERM at an
unspecified date.

Mr Gonzalez is one of the

cmsmunity leaders advocating

full monetary union and is

strongly backed by West Ger-

many. France and Italy.

Spain's announcement about a

week ago that the peseta was

joining the full European Mon-
etary System exchange rate

mechanism (ERM) seems
hardly to be a coincidence and
raises the question of how
much pressure this puts on
Mrs Thatcher to allow sterling

to become a full member.
Mr Roger Bootle, chief DK

economist at Greenwefl Mon-
tagu Gilt-Edged, believes the
pressure has increased but that

Mrs Thatcher wiH resist it for

about another year. The eco-

nomics team at S.G. Warburg
Securities has come to a simi-

lar conclusion that at present

the Prime Minister will avoid

foil membership of the system.

Mr Bootle added that the UK
Government is being driven

into a corner on economic pol-

icy, where it has a choice

between higher interest rates

or rising inflation. He believes

that politically there is only

one more shot in the gun, as

far as interest rates are con-

cerned. Base rates may go to 15

or 16 per cent, but a further

rise will be politically unac-

ceptable to a Government
needing to increase Its popular-

ity ahgad of the next general

election. He suggests that Mrs
Thatcher may then turn to the

ERM as a way Of rasing pres-

sure on the pound without
raising rates.

Warburg’s economists
believe there could be a decline

in UKinterest rates to 12 per
cent if sterling soon becomes a
full EMS member, but this is

not advisable on domestic
grounds and high UK inflation

would soon increase fears of a
pound devaluation, making an
interest rate fall only tempo-
rary.

Sterling lost ground to the

D-Mark last week, bat rumours
on Friday that the pound was
about to join the ERM may
have been a reason that it did

not fall below DM3.04, even
through there was strong spec-

ulation that the pound was
heading for DM3.00. Sterling’s

jump from DM2.9975 to
DM3.0475 in a single day on
March 7, 1968 leaves a lack of
technical support between
DM3.00 and DM3.01

As this week begins, with
the pound still outside the
ERM, there are two maiq
hopes that another rise tn base
rates can be avoided The first

is that the will rrarVinno
to weaken and the second is

that tomorrow’s UK trade fig-

ures will be better than feared.

A May trade deficit little

changed from April’s £L66bn is

expected, but figures above
£1.8bn have been suggested
and such a result would only
put further pressure on ster-

ling and interest rates.

Colin Millham

C IN NEW YORK CURRENCY RATES

JML23 Ckee
Pmto
do*
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MONEY MARKETS

Rates firm as pound
looks fragile
SHORT TERM rates were firm
in London on Friday. The Bank
of England did not give enough
help to the London money mar-
ket. according to its own fore-

cast This kept weekend money
tight and looked like a a subtle
move to deter speculation
against a fragile pound.
Three-month interbank, an

important guide to the level of

UK ctaartBs bank bate landing rale

14 per cod
(ram May 24

base rates, hovered around the
bank base rate level of 14 per
cent for most of last week,
after the previous Friday’s
refusal by the Bank of England
to accept low bids at the Trea-
sury bill tender. This was
taken as a strong signal that
base rates are not to rise at
present.

Nevertheless by the end of
the week the market was
becoming increasingly nervous

about tomorrow’s UK trade fig-

ures, with forecasts for the
May current account deficit
tending to be revised up from
earlier estimates of around
£l.66bn.
Apart from the European

summit in Madrid and the UK
trade figures the other main
area of attention this week will
be the West German Bundes-
bank's council meeting. A rise

in the discount or Lombard
rates would create obvious
problems for theUK at a time
when inflation is rising and the
pound is weakening against
the D-Mark
The Bundesbank tightened

credit conditions in Frankfurt
last week, but a change in offi-

cial interest rates is most
unlikely at present The cen-
tral bank has warned about the
dangers of rising inflation from
Germany's strong economy,
but this is regarded as a signal
that rates may have to rise
later in the year rather than
now.

INTERMARKET FUND
Society Anonyme

Sl&ge Social : Luxembourg,
2, boulevard Royal

R.C. Luxembourg 8-8622
Messieurs, les actionnaires sont pride d'assister A
I'assembles gCnCrale ordinaire qui so tiandra le 14 juillet

1969 6 12.00 heures on I'hfltel de la Banque Internationale
& Luxembourg. 2, boulevard Royal, Luxembourg pouf
d6lib6rer sur te sulvant

:

ORORE DU JOUR

1. Rapports du Conseil d'Administration el du Rdviseur
d'entreprlses.

2. Approbation du bllan at du compto de portss et profits
au 31 mars 1989, affectation du rdsultat.

3. Odcharge A Conner aux Admmistrateurs,
4. Nominations statutaires.

Aucun quorum n'esf requis pour les points k I'ordre du
jour de I'assefobl&e gdndrale annuelle et les decisions
seront prises A la majority des actions prdsentes ou
reprOsentOes & I'assembles.

Pour ktre admls A I‘assemble, les propridtaires (factions

au porteur sont pries de dfeposer leurs actions cinq jours

francs avant ('assemble aux guichets de (a Banque
Internationale A Luxembourg, 2. boulevard Royal,
Luxembourg ou auprds de la Banque Arabe et

Internationale d’lnvestissement, 12, Place Venddme, 75001

Parts.

Le Conseil d’Administration

CURRENCY MOVEMENTS OTHER CURRENCIES
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Markets dosed June 23: Rnland and Sweden.
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16636-1A645
209

13625-16940 Q3+036qw 2.70 111-l.Oted 259
ECU L0645- 10670 0.60-Q.7Qcdls -732 0.93-1.17dh -3.94

ABN C FI.45 172 030 371 130 211 2X0 Fl. 4330
ABN P F1.45 27 170 115 3 — Fl. 4350
AegodC FI.100 3.70 a 70 5.BO —

I
— Fl. 10210

AegonP FI.100 0.90 91 3X0 — - Fl. 10210
AtoUC F/.125 25 230 % 5 — — Fl into
AMP nx20 — — 3.40 — — Fl 12240
AtaoC Fl.150 1549 5.80 439 1030 15

Ji
Fl. 15380

AkzoP F|.ISO 63 1 65
3.60

2 Fl. 15380
AroevC FI35 677 2X0 625 22 430 Fl. 56

FI-55 27 I 40 2X0 — Fl. 56
FI 85 365 2.50 371 3.70 23 530 Fl. B630

Amro P FI35
if? 4 50

90 280 Fl. 6630
BUHRMAMN-TC FI.65 — - — — FT. 69.60
N.V. DSM C F1X40 48 230 286 680 2 10.40 Fl. 139.40
N.V. OSM P Fl 140 100 3 28 530 100 6.40 Fl. 139.40
EfarelerC

I^B^C
FI.70
n .70
FJ.40

17

85

430

030

41
52

296
SB
fio°

44 3

FL 7480
Fl. 74 60

Fl. 37
GW-BfotP FI35 U 0.40 250 2 FL 37

F1X30 61 2- U7 5JZ0 23 Fl. 125:10--
HelortenP F7X20 2 1 80 320 — — FL 125.10

PLUS 355 530 885 10.90 30 15 n. U7
HoogovasP
KLMC

Pi.110
F135

326
161

1
1

100
1037

430
240

2
146

fa-20

380
Fl. U7

FI.S230
KLMP F150 49 0.60 510 240 17 3X0 Fl. 5230
KNPC FI.60 263 1.20 516 330 83 SXD Fl. 58.40
KNPP n35 23 0.40 159 130 Fl. 56.40
NEDLLOYD C PI.410 55 1.50 2 L080 — Fl. 44330
HaLMed.C n.66 2S3

52
430 1.40 20 5 H. 6530

Nat.Ned. P FI.60 7 280 0.90 10 130 Fl. 6530
PbiitotC FI.40 3988 160 1209 330 571 4.40 a Fl. 40.40
Philips P
ftoyalDotctiC

FI.40 630 080 98 2 2 2.80 Fl. 40.40
F1X40 776 130 499 3,90 259 6.70 Fl. 136.20

ftojalDotrtP FJ.140 25 4.80 308 730 7 8 FL 136.20
FI.130 421 *« 5 330 106 16 Fl. 142

UnllererP Fl.150 7 — — 200 9.50 FL 142

ss 418 1.70 67 4 19 530 Ft. 49
364 230 111 3.70 — — Fl- 49

Wftanei P F1.90 - 50 280 2 330 Fl. 92-70

BASE LENDING RATES

TOTAL VOLUME IN CONTRACTS : 53,345

A -Aft B-BW C-Call ' P-PW

toendght m Sh
MftBte

lawart
httereentta

6306.40 630680

687-6.97

666673
8 12-9A

675690
+9%

6£&
685-7 00
9%-9%

650
7X5

8% -9 SS 8%^% 9%-9%

LONDON RECENT ISSUES
EQUITIES

Me

1140

180
Fi.tr
85
50

lie

w
©
t

f

90

tlS
LIS
200
560
t

1207

23(6

m
Kip

178
116
2U
126
201
216

im
141
IBS
173
140
77

a1*

17B
152
120
204
67

8*6“^
198 (A.H.) 5p
100 MoxwmtML lOp

„
ia5^«Ur.C»i._

LSbs
I
« WtoraMGrtUBHMSt5p..|

(d
130 rfjnod TnDtngOg
179 toSiwlOp
160 WaUefehln*. 50u
125 Hardy Oil &CK50P

(£11*2 gttsftfettTstA sank Y50
*Sh W?irorRes*K*slr5p..^_

90 »Fl«ttaal5p ,
158 MhBrUWBtdTraud lOc-1
135 atfflcfcl Inanition Up.

-

111 f5raHh Uamel Estate

,

203 TmnMpbiy.TjLlMtf..,

ft**

173
115
213
118
198
216
£17
96
6Q
63

133
181

i3
76
60

no
U>1
148
119
2

M

6b

Or.

123
14.2
16.0
052
IAJQ
MS
Hqzj
U.13
U0.75

LABB
6.66
4J5

1X71
WdlJB
016%

13.78
6.0

L425
•3.0

2.7
010%
6X25

2.6
2JB
1.9
X9
25
L4
LB
4.7
Xb

24
L5
3X

£b
45
82

23

22
0.9

29

PZ

208
8.9
17D
1X4
185
198
ISJ
174

102
183
102

U0
83
402

120

156
352

128
&2
132

FIXED INTEREST STOCKS

Me*
C

loop

m

Si

Amun
PM
bp

Nil

FP.
F.P.

F.P.

NH
FP.
r.p.

FP.
F.P.

£S
FP.
Nil

Nil

Latet

tame
Date

1989

HW

lUp

100
,

5S
100

2B<i

gs
Uppn

Lop
Stuck

S«kjGrtL9t
?
#cC..B*.1999.-

;
_

1

bhhySrp BVpeWteUCrtWCrPf-..
frahe BL9tipc Nflft&n h. Pf

jo4*To Diet) Car Red-Pf. ...—..

UrtoSI 7%D<tte0 Or.Pi.O
nsgss&^==z
Po.l3gcBk 14&90

lo. 4 WnSCtaJ20M „
toeyhMk* 75pc Gnfcd.Pf.2Q14 .

—

TTaBoek Urrits

NPP825p CyJMJT.Up

akg
Price

£

1010

1

3

faro

Price
1

P

Aram'
PaM

|

BP

Latest

Reruns

tote

9 6 8/9
bS NU
61 Nil

7B mi
435 mi .

60 Nil 27/7
8 Nil

115 Nil 18/7

RIGHTS OFFERS

1989

High" I jh
So*

7bte FfeWmar.
9pm BHMtaiaMBMtMiMwn

ril

r4SSorer5p-

Pnpretnw otter oflkal euiuuia for l«9l. EsthazfatdnBaUnd dtareinrerotjh hureO numm
(jrasrecLifi or etheratllcM estimates <or q Gross.R fmxa.aanfetdArf^tarorz*^ ratiotori
n ampeOMiw«Mr offlcBi estaimes. w Pru Fomn Hgue-f isred to toM&s trf ordtay
Has as a ripHd ,r tatRiduaiiM.«Pta*]D btert Mnbnctta).* iy4 In amenta wfth renrwoNailai

SSlSStSoThlrtK0™ iwhsa taWitgwrm

mm
Adw&Cawaq

—

«B-AifMAra4Bl_
AIM Irish Ba*

• ftartefader
AsodatsCapCoip

—

Aatlortbr8ai«

• B&durdantBui-*
(MofSmb
BaoBitapVhiaja^
BattKapoaflm

Bak Craft&Com.

_

BartrfCja*

Bart of Ireland

Bart of India

BartofSotlaa!

SapQKBtigtUd

BadajiBart
Bextaat Bart PIC _
BaUaErBartAGM«of Hid East™.

• BfoMiSMa
Bonnes Mge 1st

CLBarthdaM
Cettrsi Capital

iCkartahnseBart

—

QUtenk SA

%
Cfty Herds* Bart— 14

QjdesdaleBart 14

CbPin.SUI.&st 24

Co-upsatireBart “14

Cbatb&ft 14

CnnsPepstvBk.
DntarBankPLC-
DMcznlanie
Egatorealtaki*

EnterTnst lid

%
24

14

24

14

24

14

24

14

14

14«z

Randal & Gen. Bart _ 24

HntltatoaalBartPic. IS

14 ««atotnaain&QL. 24

14 RgbeftFnter&nin.. 14**

14 Cirotert 14

14 •BtoessBrteo 14

14 KFCBakpfc 14

14 tflaAtasBart 14

14 Heritable(Gator Bet 14

14 t HiflSapnel S14

14 C.«oare«Ci 14

14 KoRgkDBg&Shart— 14

14^ •LapUJwpbiaB- 14

14 UmfcBart 14

14 IhOaBeliOogglsBrt 14

M llertra) Bart ltd— 14

14 ITrtndBart 14 •

HvtntEQRBlil. 413J5

MontBartiq
Bat8t of tank..
KatMteteinster™

Kertbsn Bart Ltd _

HunridiGe8.TnBt.

pnvATtartaUMtd. 14

PmrtictelSartPLC— 15

R.IMad&Son 14

tafearrteG'ratte— 14%
Rival ftgf Scotland 14

Retire* Bart 24

•SniU&WinRinSca.- 14

SatardCtartaed^— 24.

1SB 14

(frftaf6teMEiffaft_ 24

United MtsaU Bart-. 14

WtjTnslBakPIc— 14
' WestenTnat :

' 14

Wrap* Bart Cap. M
WhteaiajUSw 14

YartaUelbrt 14

• Henke* of Srflfsb Kerdnnt

Banklag & Securities House
AaocfaUn. • Depaft mm 5.9%
San« L5%. Top Her-£UUX» t
nsteBt aoes 12J% f Uortsv tea

ran.! Demand Mart9% Hotm
112% -14%

JOTTER PAD

CROSSWORD
No.6,969 Set by COURTIER

ACROSS
1 See4
4 and 1 New York courts
where racketeers are tried

im
10 Record it 1 seem to refona

CO
11 560 is advance through

river; right, like Donald! (7)
12 See a? (4)

13 Showman claims to be
Bush: a commotion nearly
follows (10)

15 and 5 Tailless rose or gar.
land entwined -for a win-
ner on this Parisian site?m

18 Reform ting to admit native

<T>

20 Settled early to help with
the homework (34)

21 Short of visionary, it’s luff-

ing (6)

24 and is A fifties country
group at scene of current
entertainment (8,7,4)

28 High-level embarkation (7)

29 Temporary filling at some
stage perhaps (5-2)

30 and 12 Confused friends left,

grounds at Melbourne'
venue (8,4)

31 Two or four can he taken to
court for It

, _ . DOWN
1 The lead in La Mez
2 Sort of rode glare
maybe? (4,5;o Avoid decapitatfo
become a poet 14)

5 Threatenktea mj

6 Swaggering way

»jgytjs
17 Where men and wcn^ed today to

nothing (9)
IS Sick about a methf

^trn, he sacked (f18
offiSra. s

conflict (8)
22 and a? where imn*

assured (4A4)^^a
S5|or

8
2?d<®fly,

25^! 0freni0«e25 todjan garment a
soldier produces

1
direction (51

27See 22

77 t

pwzle wiu
names of*

nrday July 8.

_

,
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WORLD STOCK MARKETS

Mm Stock Mgh Low Ckaa CMfl

100 ScflnaMar A Ct% M% M’s

41M SCO! P«txw S17% 17% 17% - %
<3370 Seam I SU% 13 1B% + <3

WOO Scots C *» 18% IS *1%
S1«0 Saoofwn 389% e»% ra% + 1%
3010 Sous Can Sl3’| 13% 13% + %
nOO&hn>C B 1 31 J 13 13 + %

luaaosimi Con sazb <i% «%+ h
2IM20 StarrtB SC* 12 124|- >i

100 Sleo l’3% 13% 131,

SS50 Sonata MS 183 lfifl + S
into Soumam tub 34 34%+ %
erso Spar Aoro I SIHj 13% 13%
Tfl00 5twr?3Af 30% 43 <3% + %

£96737 SWu A $23% 23 23%- %
1BS0QTCC flov SlO% 10 10%
B&177 Tad. 0 I *+1% 31 31% + %

100 Tahi MM S19 10 IS
300 TemOec A 310 10 10 %
2000 Tana Mn 31 ]| 31

178171 Tor Cm Bli (41% 4)% <1% + %
<00 Tor Sun K3% 23% 23%
<278 To«W B I 135% 35 35% r %
1000 Total PM 332% 32% 32% - %

102070 TrnAtia U 315 14% H + %
90106 TrCan PL 3M% 14% 14% - %
1S357S TfUdK A 331% 20% 21% + %
20010 7 rundc <30 410 410- 3
3508 Trtrec A I 338 37% 37%-%
2302 Trttac B 338% 39% 39% + %
2900 Uncorp A 57% 7% 7%
222S UMgocoB f 3(0 SW 300+ U
TOO Un CartMO 321% 21% 21%

5090 U ErapriH »% 0% 0%
IM UnCorp 332% 32% 32% - %

2B00S0 Vanly C 3IQ 90S 310+ 3

72200 Viceroy R 380 XS 3C3- IS

2200 VWeofcn I 319% IS 1S% + %
leemmcBf sie% k% w%+ %
1600 WoWwOOd Sis 13% 18 - %
2032 Wal Frosar 310 17% 18 + %

46212 WcoonI E 310% IB 13% + %
0960 Westmtn 39% 8% 8%
931 WoMon 3<2% 42% 47% - %

3816 WoodMl A 35% 3% 5%
2480 Xa»o» CM 318 18% 18% - %
f-No wodns risks or raslflctad noting

rigwa.

MONTREAL
Closing prices June 23

429 BooWnfrA 314 14 14

44452 BatKbrdra 314% 13% 14
SOOOCBPak *19% M% 18%+%
3700 Caacadaa 107 06% 00%+ %
18830 DmTMA 318% 16% I6%- %
3305 Hemotec 310 09% 09%

138302 NMB* Cda 514% 14% 14% + %
25050 Nawarco *T2% 12% 12% + %
677B5 Power Carp 315% 15% 15% %
10144 Prongo 310% 10% 10%- %
3250 SWOOrgA 343% 43 43% +1%
BUBS VMoolron SlP% 10 19%+ %
Total Sains 7J5&S6B dune*.

# • mmmm,
Travelling by air on business?
Enjoy reading yonr complimentary copy or the Financial

Times when you are travelling on scheduled flights from . .

.

with Lafthanm,TWA,Sabena, Pan-Am, British Airways,
Finnair

,

FINANCIALTIMES
iiimi HiiaiHiiiMuiii

Jim I in I Jane

1510.6 15115 15212 1536.6

6835 6BL2 6905 693.7

36150 3647B 36657 365.48

18256 1BDJE 179J8 17950

36455 36221 36157 36152

44856 44553 44356 44458

Jam 16
|

Job 9
3-59

TRAMNC ACTIVITY

HHBan
Jn 23 J»22 JsmZL

199446 179JIB 1695U
15590 12.732 115Z2
133JM5 13278b 136.402

31957 33117

(d I 780.1 I 7835 7865

4817 48L2 476.4
U3J 1135 1 1125

619-11 61856 615.05
f
617J8

18445 1B442 18295 I 1837.9

149120 148353 147451

227250

64754 I 646.93 I 64X44 64296

Jsat23 Joe 22 JuxU
figTUJta8MJ&d MBS _| 25L0 2501 251.6 I 2515
CSSAH SbrO^d 1983) J 195.4 1945 195.9

64081 I 63155 I 63056 I 63256

129029 1294.43 130250

147004 1475.0 14215 144LD
257454 25665 25355 25305

1
3
1.74
103

£g
258
7.74

tr
045
0.14

S53
4

IS
La pai

24 648

31055 311351 31054

41265 41255 4U45

7465 7455 7465 7422

1583.7 (23/S 1412.9 a/4)

7270(260) 1
6526(7/41

366.67 (21/6) 2195(2/1)

61904303/6) 551950(4/1)

33459 Ofc/U 275.49 (27(23

815508/4) 723514/1)

488.3 53/6} 417.9 (4/1)

1145(5/6) 975 (27/29

61951(23/6) 535.78(27/2)
18445123/6) 1595.7 (Z7/21

149120(23/6) 127L7D (23/3

3109.64 (15/5) 09351 0/6)

651.72 06/6) 577.49(28/2}

34266.7501/9 J 30183790/1)
254450 0/9 2366.91 (6/1)

251501(6) 2085 0/1)

195.9 QQ/6) 1667 0/3)

6655109/4) 1 467J7C/U

1310.02 07/9
j

103059(4/1)

1639.0 (23/3) 12915 05/2
25818 08/41 19615 0/1)

315.90(13/6) 260610/3)

41377 06/6) 3333.9(3/1)

7465 01(6)
j

613J 0/1)

5195 07(2) 4875 OJ/U

• Subfcct to official recakulstJan.

S Base safou afall (mOob are 100Base values ofall tmiloes an lOOentM Brussels SE and BAX-LOOOJSESoW— 255.7 JSE
Mustnah - 264.3 and Australia. AlMMJianr and Mining - 500; id dosed. (u> UuvalUblc.



4pm prices June 23

is

UBUl VADIT CTftMT BVAUAtlAB AAUBA6ITB BQICES

laiBvA nnaM* Lera sock BM.TM.E lOOHIflli Lora
- A-A-A -

»% 21% AAR A4 IS»M » all rev- %

a ACM n 1.01 11. 346 8V 9 9*1+ I*

ACMta L2Ba
8*2 ACM M m .01

11% » ACM SelJS
9< tyACWpIXf
WV ttVALUb .12

6% 5>j«M
23% 0% AM to pJ 2
65% 40% AMR
27 S AMR pi 2X7
244 23%ANRpf2.f2
e? 3% ARX
44% 35V ASA a
224 WVAVX M
91% 434 AMLflb 140
19 J5V AMBM 9 1

12 74 AanoC AO
8 34 AanaE J2
34% 20VAcura
»V M%Ma£slXre
«V 7% AMD
«% si-wap/ s
W% 84 Adobe
19% M%Adobp*U4
»\ 19% Adob pi 240

9% 3% Admit .12

OB'* 43% AMI 270
14 0% AflIPb I)

a M% Ahnena ®
32% 37% AlrPrd 1JI
29? lfiJlAbbftl JO

13% Aeon
17?AfcHa« 2.40

83% 86% - .

25% »%- %
*% 24%
4 4%
40% «1%+ %
20% »%- %
n a
13 »%+ %
11% 12

^ ft+%
33 a
«* 10 - %

17%+ %
21 + %
7

=3
ft:*

34%

:•*

a%
Si

B% AlaP dpL87
17% AlekAJr 20
14% Abmyta JO
30% Alberto JB
a AlbCulA 36

40% a M** Jo
M »% Atone 1.12

31% 3 AteoSkS .70

29% 71% AlwAbt 1

77 60 Alex*
a 00% AflegGp 1J«
4% 1 VfAIgM

1% vJMgipr
5% »1M P*c
74% Mud la

33% AHgPw 303
W% AUenG
IS ABen pnJS
20% Align *1
6% AMtop elJO

27% 13% AJldPd

38% 31% AkJSgm 140
10% 9% AMMo ,78a

10% 9% AMM .78

mi 9% AMMO nM
10% 10 AJ404 n
10 9 AleMP n JO
49 32% ALTO, nl.72

88% 47% Alcoa IJGO
19 n%A*MKQ JB
27% Madid JO
44% a Amu 0 3
14% M% AmBas 20
16% 11% Ament X8
l»% 9% Amdum
27% 20% Andur 0T185
40% 29% AnHm JO
29% 14% ABen* .13

73% 44% AnBrnd 244
30% 29% ABrt pQ-75
147 Sty A8rt pCJ7
39% 24%ABUU J2
32% a% ABuaPr JB
22% 19% ACepBd 2J0e

19% ACepO 2.93a
10*

117. . .

%«tACrad
57 44 ACyan 1JS
a% 26% AGP* 232a
36% 26% AmExp J4
19% 11% AFenTy JB
37% 29% AQnCp 1X0
9% 7% Ao»QvlM
10% at AGO* nfJSi
10% 9% ABTT nJ4o

20
J

17% AHBPr 220

31 33
140 10

ml « w
11. 2 21

i.7i7 re r
49 9 764 56%

710 13% 19% - -

3J 11 6991 22% 21% 2%+1%
3.1 11 2085 43% 42% 43 - %
22 29 3SS 27% 27 27%

14 a 23% a 23% + %
12. 9 30 50% 20 20%+ %
9.1 * ty ty ty* J*
2 10 313 Z7% Z7% 27%+ %
IX 133189 21 N% 20%— %
IS 1WU46 44% 48 +2
19 18 a 37% 37% 37% + %
1JIB 817 4*% 0 49% + 1

39 36067 22% 21% 22%+ %
13 O 2352 30% 3% 30%
39 W 3806 SB 23% 3>

30 18 96% 66% 86%
19 11 5 83% 89% 83% - %“ * ^ ft- %

16 si 6^
6 348 MS M

%YA
19 8 849 34% 33%
33 10 340 37% 37

14 H 12% 12% ..
Ml 19 17% »% 17%+ %

6990 23% 22% 23%+ %
11. 21 MS 12% 13% 12%

(9 94 24% 23? 24 - %
SJ 11 3415 34% 34% 34%+ %
79 280 10% 10% 10%+ %
7.4 282 10 9% 9%
12 237 M% 10% 10%

1U 10% M 10%
12 220 B% B% 9%+ %
1919 438 47% 49% 47%+ %
£9 66232 U6B% 89% 99 +3%
JSO 249 13% 12% «%-

11 36023 20% 28% 23%4
7.1 1 42% 42% 42% 4

19 G <04 13% 13% 13%+ %
4911 121 12 11% 12 + %

3 110 13% 13% 13% + %
99 2 23% 23% 23%~ %
1J 11 1669 37% 98% 37% + l%

(200 «2S? 22% 23%+ %
3412 4133 72 70% 72 +2
BJ a 29% zty a%+ %
1J 1 144 144 144
2918 22 38 30 30
1014 34 32 a 32 + %

1:1

ii.

8% ACaptn 1.10a

8% ACMH JO

94 20% 20% 20%+ %
17 21% 21% 21% —

"1»'1

«US

M% AHarlt 190
72% AHomSJO
0% Amriefl a£92

14 17 21% 21% 21%- %

98 M “S ty "«%- %
342 6-M 17-04 5-10

19183927 54% 83% S4%+(%
&2 92299 aty a at
24 14 1062935% 34% M!
I.7 12 1301 19% 16 _
49 11 3420037% 37% 37%+ %
ii. an 9% 7% a
II. 332 9% 0% 9%
19 174 10 8% 8%— %
ii. n in a% 20% 20%
49 io a 2o% a a%
4015 2402 99% 94% 96% +2%
49 13356890% 89% «0% + 1%
.9112380 84% 92% 64% +2%
iiaTsaues^ 22^ a%+ %

35%
*ty+

s sh\
15% ABB pi un

47% AxStor |

71% 50%AS» {4A498
39% 24% ATAT 191

15% AmWtr 94
a

AngaM 192
Anhaaa 22

.10
n 12% AmaM JO
11% 0% AowvSo 199a
43% 34 AnaoaaUO
52 40% AMP 190
18% 11% Ampco 99
19% 9% Aim a 98
9% 7% Axnp
» 22% AmSth 192
11% 4% AnaonM
33% 22% AnaM 90
15% 9% Anntofl

17% 7% AnchGI 93)
27% tfl% AngoAo JB

ii=s
* ~

^ 2 ;

34% 24% Aoncp 140
13% 8 Aeache JB
Srh 23%A*>P»pl2JS
a 30 AggMk
17% 11%AnriUB _30% T7% AreADa .Mb
98% 28%AfeoCb ISO
27% 18% Ariattea 1

33% 18% Adda 198
46% a Aiwa pi 3
12% 9 Aram .1M
34% a Arac pC.10
47 40% Anne |*4J0
41 31% AnM 198
10% 6% ArowE
19% M% AmE 97194
41% tt%Aim
28% 17% Amto JB
39% a Aaarco 1J0
16% 10 AaCoal n-1Sa

4 31% AabOM a 1

12 6% AataPc 97a
W% 6% AaaOn* iJTe
7 3% AtoOaa 40a
a% 7% AMD 1

a 23% ASGaa 198
a 31% AdEngua
94% 78% AHRKA <50
225 189 AOHa pABO
29% 10% AM a
17% 14% ATMOS 1.12
8 3% AudVd
15% «%Augat 40
37% 3B%AoaW JO
42% 3<% AutoOl .60

7% 4% Avalon 1JM
29% 22%AVMCO 40
27% 19% Avary
20% 19 Avnal JO
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Dogma and
reality

about

I
f economists were to be
believed, currency devalu-
ation would make a coun-

try’s exports automatically
more competitive. Yet, time
after time over the past 25
years, that dogma has been
confounded by the poor perfor-

mance of British exports.

This was underlined once
more last week, when the Con-
federation of British Industry
reported that UK manufactur-
ers* optimism about exports
was at its lowest ebb for two-

and-a-half years and that
orders were weakening. Yet
sterling has been devalued by
nearly 8 per cent since the
beginning of this year.

The fact is that economic
theory is wrong. International

trade flows between industria-

lised countries have been
influenced more and more
since the mid-1960s by factors

other than price, such as
design, quality, delivery and
service.
This message has been pro-

mulgated noisily over the past

dozen years by one official

study after another and by
several government awareness
drives aimed at helping Brit-

ish Industry learn Cram for-

eign competitors.
Yet the problem remains. To

a great extent the UK persists

in a pattern of “export cheap,
import dear**: trying to export
cheap and cheerful goods
while importing ones of
increasingly high quality, cost
and added value.

Part of the explanation of
why it has taken so long for \

UK companies to take reme- i

dial action Is that Britain’s rel-

atively low labour costs have
I

misled many companies into i

ignoring the problem.
Even when they have racog-

|

nlsed it, they have needed a
near-crisis, and often a change i

of management, to sting them
|

into action. The shift to Ger-
man-style market and product

|

strategies, let alone Japanese
ones, requires a radical
upgrading of a company’s

I

organisational capability, and
a transformation of Its atti- ,

tnde to toe workforce.

Dominated by
retail chains

Bat there are other barriers,

too. Take the women’s cloth-
ing industry - the subject of a
fascinating Anglo-German
comparison in last month's
edition of the National Insti-

tute Economic Review.
The West Germans export

small batches of high-quality
dresses, in a wide array of
styles, targeting them at all
sorts of market segments and
niches. Most of the British
companies try to sell cheaper,
“mass market” garments of
simpler design, made in much
longer runs. There are no
prizes for guessing which
strategy is better suited to
exportabllity.
One problem, as In many

other industries, is that the
UK manufacturers are domi-
nated to a far greater extent
than their foreign competitors
by powerful retail chains with
a requirement for middle-of-
toe road, low-price products
which do not sell well abroad.
Serving such customers effec-

tively, while constructing an
export business (and, for that
matter, an up-market business
at home) can be such a diffi-

cult managerial task that, tex-
tile companies such as Cour-
iaulds hare had to set up
entirely separate subsidiaries.

Another difficulty. In cloth-

ing and elsewhere, has been
the shortage of good manage-
ment. Faced with Intensely
demanding retailers at home,
companies have naturally
tended to put their best man-
agers Into the domestic side of
their businesses.

Then there is Britain’s
much-ventilated problem or a
poorly educated and relatively

unskilled workforce. As part
of a shift to "total quality
management,'’ Courtaulds is

doing much more skill-train-

ing than it used to, but is still

handicapped by lower school
education standards than in
many competitor countries.

In a handful of other UK
industries, companies are fur-

ther ahead in upgrading inter-

nal skills and lifting their
position in the marketplace
through much-improved qual-
ity and service. Hotpoint. in

domestic appliances, is a glow-

ing example. But it and many
others, have yet to work the
same hick on foreign markets.

Until they do, British exports

will continue to suffer, no mat-

ter how much sterling slides.

Christopher Lorenz

FINANCIALTIMES

Mr Arid Sharon of

Israel is disarm-

ingly honest in
much the same

way as an extreme rightwing

Afrikaner in South Africa.

Burly, blunt and sentimental

about his attachment to the

land he makes no secret of his

ambitions for himself and his

country. Neither the aspira-

tions of the Arabs nor the sen-

sibilities of world opinion fig-

ure large in his thoughts.

It is not surprising that Mr
Sharon arouses strong feelings.

For the Jewish settlers in the

Israeli-occupied West Bank
(like him, they use the biblical

names Judaea and Samaria) he
is a hero fighting for Greater
Israel. For Arabs, he is a killer

with Palestinian and Lebanese
blood on his hands, notorious

for his role as Defence Minister

at the time of the 1982 Israeli

invasion of Lebanon and the
massacre of Palestinians in the
Sabra and Chatila refugee
camps by Israel’s Christian
allies. For many moderate
Israelis and Jews he is a blun-

derer, responsible for ruining
Israel’s reputation abroad ana
sending Israeli troops to their

deaths unnecessarily.

Mr Sharon, forced to resign
as Defence Minister over what
happened in Lebanon, has been
Trade and Industry Minister
for the last five years, but he
has lost none of his interest in
political wrangling and mili-
tary rampalgrm He thinks that

if he had been Defence Minis-
ter he would have been able to
snuff out the Palestinian upris-
ing or intifada.

At the age of 61, he would
even like to be Prime Minister.
On July 5 he will challenge Mr
Yitzhak Shamir, the coalition
Prime Minister, at the Central
Committee meeting of the
right-wing Likud bloc by try-
ing to win a vote against Mr
Shamir’s plan for elections in
the occupied territories.

At news conferences and
interviews, Mr Sharon is apt to
be short on trade and long on
politics, whipping oat maps to
prove his point that Israel
needs to control the West Bank
to ensure its security. “Yon
can see Tm the only minister
of trade and industry in the
world that keeps maps,
because I generally remember
all the figures for exports and
imports ” he says in London,
on one of his visits to Europe.

Five years in the job and a
belief that Israel should reduce
its dependence on US aid by
increasing exports mean Mr
Sharon has strong views about
the Israeli economy. Israel, be
insists, has much more to offer

than vegetables and oranges. It

needs more foreign investment
and Mr Sharon believes it

should play ou its strengths in
fields such as biotechnology,
lasers and electronics, particu-

larly in Europe where Israel’s

sophisticated exports have not
had much impact

THEMONDAYINTERVIEW

The right-wing

Afrikaner of
Israel
Victor Mallet speaks to Ariel Sharon, Israeli

Trade and Industry Minister

“Generally speaking, the
European Community and
England do not buy the best
products that we have,
whereas we axe managing very
successfully to compete in
American markets and other
markets."
Mr Sharon Is nniiiwiy to suc-

ceed in persuading the EC to
adopt legislation against the
Arab boycott of Israel and
Israeli-connected companies in
the near future. US corpora-
tions have been prohibited by
law from complying with the
boycott for more than a
decade. But he pursues his
anti-boycott campaign in the
belief that Israel is short of the
modern business skills pro-
vided by multinationals.
“Although we have very good
plants and generally very suc-
cessful ones," he says, “Our
industry suffers from some
lack of modem management
and I think our overall know-
ledge of marketing is dufl.”

Ask him whether be really

enjoys his trade and industry
portfolio or whether he har-
bours other ambitions, and Mr
Sharon becomes defensive. “I

am a minister who deals with
his ministry I have found
It very interesting. I think that
during the last four or five
years I have visited more than
400 plants. I’ve met hundreds
of industrialists. I believe that I

now know industry well in its

various fields and prob-
lems ... I have found it fasci-

nating. It’s got everything from
tactics to strategy."

But he goes on: *Tf the ques-
tion is 'do I like it?*, the answer
is positive: X do like it If the
question is whether I think
that this is what 1 should have
been doing now, at the present
time, the answer is no." Mr
Sharon explains that he is not
eager to be Defence Minister,
but “I think it would have been
important if I had been. If 1
bad, this intifada would not
have lasted 18 months - that I

can assure you. Not using
harder means, but different
means."
Mr Sharon may be a lover of

music fit is difficult to
his large stubby fingers
playing the violin as a child)

and of the land (“my strength
never came from political me,
it came from my family, it

came from the fields and the
land anti Hw antmals and the
horses and the sheep and the
flowers and the birds”) but few

.

people believe he would have

PERSONAL FILE
1928 Born fn Kfar Malal

1952-

53 Studied law at
Hebrew University

1953-

57 Led 101 commando
unit, known for anti-
guerrilla reprisal raids

1987 Heads armoured divi-

sion in Sinai which
broke through Egyptian
lines during six-day war

1973 Resigns from army and
helps to form Ukud

1977-81 Agriculture Minister
in charge of settlements

1981-83 Defence Minister
1984 Minister of Trade and

Industry

dealt softly with the Palestin-
ian stonethrowers in the West
WaQlr and Qaa.
lake a right-wing Afrikaner

in South Africa he is accused
by his critics of rashness and
cruelty, and admired by his fol-
lowers for his brave and sin-

gle-minded pursuit of victory
over the enemy. Mr Sharon is

famous for having ignored
orders in the 1973 war, crossing
the Suez Canal and incurring
heavy casualties to cut off the
Egyptian Third Army. He
admiringly quotes General
MacArthur, who reflued to
obey President Truman's order
to withdraw in Korea, as say-
ing that war has only two pos-
sibilities — either you win or
you lose.

Limits of corporate
criminal liability

T he only doubt that the
legal profession has
entertained over a prose-

cution of P and O Ferries, the
owners of the Herald of Free
Enterprise, has focused on
whether the director of public
prosecution's analysis of the
evidence before him about the
sinking of the ship at Zee-
brugge would justify putting
the company on trial. Hie diffi-

culty in deciding whether to
prosecute lay not in any uncer-
tainty about the law but in
applying the uncovered facts of
the Zeebrugge disaster to cor-

porate criminal liability. When
the families of the victims last

year challenged in the High.
COurt the Coroner's ruling at

the inquest, the judges
assumed (without deciding the
point) that the ship-owners
could properly face a charge of
corporate manslaughter.
Any legal uncertainty which

may have existed has been
engendered by the compara-
tively undeveloped state of cor-

porate liability, due to the lack
of use by prosecutors of a well-
established. if somewhat con-
troversial, criminal offence.
The essentials of corporate
crime are tolerably clear; they
have been restated in the Law
Commission's recent publica-
tion, A Criminal Code for
England and Wales.

The justification for convict-
ing companies of criminal
offences of all kinds is
grounded in the notion that

the acts and omissions of the
company's principal officers

and employees may be attri-

buted in law to the company
itself. There is no difficulty in
attaching criminal liability to a
company for regulatory <or
strict liability) offences such as
those dealing with health and
safety. A company may be the
occupier of a building from
which noxious fumes are emit-

ted in contravention of the
Clean Air legislation, or its

activities may cause pollution

of a river under the Control of
Pollution Act 1974. Like any
individual person the company
can be liable for the emission
or pollution without any fault

on its part. It is the attribution

to a corporation of criminal lia-

bility for those more serious

crimes involving the element
of fault that takes the law into

the realm of metaphysics.

The Ingredient of fault in the
more serious criminal offences
-is thus no bar to corporate
’criminality. In a kwwltog case
in 1944 a company was con-
victed along with 10 other indi-

viduals for a conspiracy to
defraud. The defence accept
that the company could be
made vicariously liable for reg-
ulatory offences involving no
specific wimitiai intention, but

tt TnrrrrxTT a tat ar®ued wdy directors at

TT IS I TN I A N managers could be guilty of anJ -1, JJ,lxrxL11 offence involving dishonesty.
The conviction of the company
was upheld by the Appeal
Court on the ground that the
actions of the managing direc-
tor constituted In law the
actions of the company, and
that Us fraud was the com-
pany's fraud. Although there
are occasionally complaints
about the uncertainty of this
branch of the criminal law,
there is no doubt of the reality
of the policy considerations
that have impelled the judges
to accept the doctrine of corpo-
rate personality in the criminal
as well as the civil law.
The pragmatism of the law

reflects the view that it is the
company as such which bene-
fits from any financial profits
or savings that result from the
fraud committed through Its

officers, or from a contraven-
tion of the laws dealing with
health and safety. If no finan-

cial p*»n«*Hy on the company
were to flow from some grave
anti-social act there would be
little reason for the company
as an organisation to concern
itself with securing compliance
with safety regulations.

When then can a company
be made criminally responsi-
ble? The Law Commission’s
code rephrases the existing
rules that, for the company to
become liable for an .offence

where fault Is relevant, the
prosecution most establish
that one of the company’s con-
trolling officers, acting within
the scope of his office and with
the fault required, Is concerned
in the offence. Controlling offi-

cer is defined as a person par-
ticipating in the control of the
corporation in the capacity of a
director, manager, secretary or
other giipff”1

*

officer. This defi-

nition incorporates the formula
used so farby the courts as the
“directing mind ami win- of

the company.

The idea of affixing criminal
responsibility to a legal entity
like a company has been
attacked on a number of
grounds. In the past the courts,
with unanimity, decided that
corporations could not commit
crimes. First, since the corpo-
ration was a legislative device
and could not have a mind or
soul It could not possess the
criminal Intent for serious
crime. But recently the courts
have rejected such reasoning,
except to acknowledge that the
law draws a notional line at an
offence such as perjury which
by definition can be committed
only by humans. Likewise It is
said that a company cannot be
charged with murder.
A further argument for deny-

ing criminal pliability for a com-
pany has been that a company
can never be authorised to act
unlawfully; its officers are not
authorised to do unlawful acts.
If they do act unlawfully they
do so In their personal capacity
and not as agents for the com-
pany. That argument had all
the hallmarks of accepted
legalism and bore little rela-

tion to the reality that compa-
nies do sometimes act beyond
their powers. A third argument
had been that companies can
suffer only by the infliction of
monetary penalties. As such
the ultimate infliction would
be upon the shareholders
rather than on the officers
responsible for the violation of
the law. It is they, so the argu-
ment runs, and not sharehold-
ers, who should be punished.
The location of responsibility
has always presented difficul-
ties in terms of law enforce-
ment But the courts have in
appropriate cases identified the
source of liability to the legal
entity which encapsulates a
host of acts done for its benefit

*T saw myself an the horrors
of the ware and felt all toe
fears of the wars, and spent so
much time in the hospitals
seriously wounded several
times - losing I would say
almost all my frigrain jn those
years - that I understand the
meaning of peace. I don’t think
anyone can preach to me about
peace or teu me about peace.
And although generals are gen-
erally suspected of liking wars
I tall yon from my own experi-
ence that, that fe not fha case.”
Mr Sharon fears that Israel,

by trying to win the short-term
public relations battle against
the Palestine Liberation Organ-
isation, may be risking «tefeat

in the long-term war against
the Arabs as a whole. Hence
his rejection of Mr Shamir’s
plan for elections in the occu-
pied territories, although he
now wmrtiM his criticisms in
the form of amendments which
would fundamentally alter the
plan oral mate j£ imara-ophiWa
to the Palestinians.
He despises the plan’s delib-

erate ambiguities.and wants
Ukud to agree that the fnff-

feuta must be crusted before
any peace process begins. Pal-
estinian leaders of "terror and
violence” should either not
exist at all (these days he hesi-

tates to call openly tor them to
be assassinated), or be exited
or imprisoned. The plan should

.

state dearly that Jerusalem is

non-negotlable and must
remain the united and eternal
capital of the Jewish people
and the state of Israel
Mr Sharon does not know If

he will win the struggle within
r.ilmri, but he tew improved his
chances by narrowing his
objections to two central
points. “It’s hard to believe

‘I understand the meaning of peace’

that tte party centre wffl reject
•for instance the paragraph
about bringing to an end the
terror and violence, just as it’s

very hard to assume that they
will not accept the issue of
Jerusalem.”
He is nothing if not realistic

about the danger he perceives
for the Jewish state posed by
the growing minority of Arab
HHggnw nf Tnrat»| amd fllmait t>ra

support for the FLO in the
West Bank arid Gaza. “Who’s
going to be elected in these
democratic elections? The peo-
ple-who are going to be elected
are going to be the heads erf

terror and violence. We have
had some difficulties dealing
with .them now. What will hap-
pen later when they become
legitimate by steps that we are
taking ourselves?"
He continues: “We are not

taking the necessary actions
against the heads of terror
now, because of American
pressure, but mice that is part
of the agreement thm every-
one will understand that with-
out that we cannot move for-

ward . . . One of the things an

which I differ in approach from
some of my colleagues is

whether we should say what is

the target, the final outcome.”
(Mr Sharon himself believes
fhgft Palestinians should pur-
sue their political rights in Jor-

dan, and is prepared to grant
only a severely limited form of

local autonomy to some of the
Palestinians). "T believe that if

Israel will not state it now,
everywhere elections take
place in the future will become
a Palestinian state.”

Even if Mr Shamir’s ambigu-
ity is an attempt to play for

time rather than to reach a
final settlement, Mr Sharon is

adamant that horasty is the
beat policy. “Israel should
today take the decision before
this dangerous 'process starts
— and say way dearly that’s

what we can do, and that’s
what we cannot do.”
He concedes that Israel has

been politically weakened by
the intifada and the Palestin-
ians' diplomatic offensive, but
says it has used only a snail
put of its military pofror
against the uprising and

rwnahtti militarily strong. More
serious for Mr Sharon is what
he sees as the loss of Israel’s

will to win. “We became
weaker,1 agree. I hope it’s tem-
porary . . . not weaker mili-

tarily and not in our economic
capacity, but we became
weaker mostly when It comas
to the national will, and mostly
weakness of leadership. That is

maybe toe main problem now.
“We have to remember one

thing-The jews, have been liv-

ing now for 3^00- years and ifs
happened to our generation to

live maybe in one qTtoe most
dramatic periods dfJewish his-
tory,. but a generation ted
short time. What can we do? It

will sot last forever, texT one
shnrild-ha very careful. Being a
Jew --and first of all Pm a
Jew - beyond anything else; 1

think as a Jew that we have
responsibility towhat will hap-
pen to tite Jews in 309 yeas’
time from now and 3,000 years’

time from now. And we have to
be very carefrxl not to take
steps as a result of Imme&ate
inconvenience or pressures or
pubhe relations.” .
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